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SCHOOL FINANCE 
REFORM 



Tlie 1970s will be rcnienihered in 
mcmy states as a decade of majoi school 
finance refotni. Tlie perennial ptol)lenis 
of school boards and superinteiulents 
siiddeiily became the conceriis of citi* 
2ens and legislators alike. The ininiodi- 
ate cause of tiiis new interest in the 
financing of schools was a taxpayers' 
revolt against local property taxes and 
the fiscal crisis it cieatcd for local 
schools. Also important were court deci- 
sions which ruled that the ciuality of o 
child's education should not be deter 
mined by the wealth of the school 
district in which the child hves, but only 
by the wealth of the state as a whole. 

As in many states, policy makers in 
Oregon were faced with demands for 
changes in the way the state finances 
public schools. The first response to 
these demands was a [)o]d attempt to 
shift the entire [)urdcn of scfiool sup- 
port to the state. When this proposal 
was defeated l)y the voters of Oregon, 
the legislature sought expert assistance 
to review alternatives for funding pu[)lic 
schools which wouUf provide greater 
equity without major changes in tlie 
patterns of school governance or taxa^ 
tioiu 

This book is a review of the alterna- 
tive patterns of school finance reform 
that have l)een considered m Oregon. It 
has been prepared by the staff of the 
special legislative Committee on Equal 
Educational Opportunity m Oregon, it 
contains analyses of a variety of state 
school formulas, as well as suggestions 
for funding programs in special cduca 
tion, compensatory education, and 
occupational education. Separate 
chapters deal with the pio[)lems and 
possi[)ihtics of mcreastng productivity in 
schools and of developing the technical 
capabilities to analyze the impact of 
school finance reform proposals. 

The book has two Purposes. Fust, it 
provides technical information for the 
citizens and policy makers of Oregon on 
ways to reform the state's school 
finance system. An equally important 
purpose IS to share what has been 
learned in Oregon with those interested 
in school finance reform m other states. 
Oregon's current system of school fi 
nance is similar m many ways to school 
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finance syslenis olsewfieio, Tlie sugges- 
tions for lefoimtiu) OieqonS school 
finance system contained in thi> l)ook 
should be useful to policy makers in 
other states as weil. 

On May 1, 1973 the voters of Oiegon 
decisively rejected a massive prOpcity 
tax lelief and school finance lefoim 
program recommended by Governor 
McCall. If appiovd, the program would 
have eliminated the use of local prop- 
erty taxes for support of public primary 
and secondary schools and tncr eased the 
level of state support from 21 percent 
to 96 percent. The additional state 
funds would have been raised from 
increased income taxes and a statewide 
property tax on nonresidential prop- 
erty. Even with these increases, it was 
estimated that 75 percent of Ihu voters 
would have enjoyed net tax reductions. 
Despite this substantial tax relief, voters 
rejected the referendum by a 3 to 2 
margin.' 

Pressures for reform of the school 
finance system were growing in the late 
1960s and eady 1970s in Oiegon, as in 
other states. An increasing number of 
school operating budgets and bond 
levies weie being defeated at the polls. 
Duiing the same period, public dissatis- 
faction with pioperty taxes produced 
two initiative ballot measures and one 
legislative referendum. The initiatives 
sought to limit the use of property taxes 
for school support while the referendum 
sought to add a sales tax in return for 
property tax relief. All three proposals 
were defeated, in large part, because 
voters did not want new taxes and 
feared limitations that would cripple 
public education.* The defeat of these 
three proposals did not eliminate public 
demands for change, fiowevcr. Governor 
McCall 's program was designed to 
respond to these demands by providing 
property tax relief and more equal 
educational opportunity through state 
financing of public schools. 

Defeat of the McCall plan left state 
policy makers in a quandry. Without 
additional state revenues, the state's 
reliance on local property taxes for 
school support would have to continue. 
And with rising school costs, there 
would be more budget elections and 




more defeats. Also on the hoti^on was 
the thieat of a court luliny tlKit the 
Oregon school finance system 
discriminated against students in 
property -poor school distiicts.' Tlie 
need foi reform was still present. 

To resolve this dilcmnii, the Icadei* 
ship of the 1973 Oregon legi^Kituic 
initiated a study of Oregon's school 
finance system and alternatives to it. A 
special legislative Committee on Equal 
Educational Opportunity, consisting of 
legislators and public mcmheis, was 
appointed to diiect the study and make 
recommendations to the 1975 legisia* 
ture for impioving the state's school 
finance laws.** 



THE COMMITTEE ON 
EQUAL EDUCATIONAL 
OPPORTUNITY 



ERJC 




The Committee on Equal Educa* 
tional Opportunity first met in Deccm- 
bei 1973. Consisting of 13 legislators 
and 10 pubhc members, the committee 
was charged with analysing the state's 
school finance system and recommend- 
ing wiys of changing it which would 
guarantee every child in the state equal 
educational opportunity. The com* 
mittee met monthly throughout the 
spring of 1974 to hear testimony on a 
wide variety of subjects, including the 
impact and equity of the current school 
finance system, the problems of urban 
school districts, and the financing of 
programs in special education, compen- 
satory education and occupational 
education.* 

During the fall of 1974, the com* 
mittee considered a variety of school 
finance plans, all of which would sub* 
stantially improve the equity of the 
current state school aid system. At a 
meeting on December 6, 1974, agree- 
ment was reached on a set of recom* 
mendations to be sent to the legislature. 
Those recommendations and a descrip* 
tion of their purposes and impacts are 
explained in a committee report which 
is reprinted in the appendix. 

The recommendations of the Com- 
mittee on Equal Educational Oppor- 
tunity were designed to meet four goals: 
1) equalize the fiscal ability of school 
districts to finance their educational 
programs; 2) provide additional state 
support to school districts with children 
needing special educational programs; 3) 
leave control over educational decisions 
at the local level; and 4) provide equal 
educational opportunity for all elemen- 
tary and secondary students in Oregon, 
without new taxes or a large increase in 
state support of public schools. 

To accomplish these goals, the com- 
mittee recommended a package of three 
major proposals: a local guaranteed 
yield program for distributing state 
school aid; three regional equalization 
districts: and categorical grants to assist 
school districts with special educational 
needs. 

The local guaranteed yield program 
would guarantee that districts exerting 
the same local school tax effort would 
receive approximately the same number 



of dollars per pupil Tfie state would 
establish a local gujranteed yield 
schbdule guaranteeing for every tax rate 
a corresponding level of revenues. Under 
this system,, a school district would 
select how much it wants to spend per 
pupil and the tax rate that goes with 
that level of spendable dollars. If the 
district does not have enough taxable 
property wealth to raise the guaranteed 
amount from its school tax rate, the 
state would make up the difference. 

The regional equalization districts 
would redistribute property tax 
revenues from property-rich areas to 
property poor school districts within 
three large regions of the state. A 
uniform tax would be levied on all 
property in a region. The receipts thus 
generated would be distributed to 
school districts in the same region on a 
per pupil basis. Wealth variations among 
the three proposed regions would be 
equalized by the state's local guaranteed 
yield program. 

Categorical grants would provide 
assistance to school districts which have 
concentrations of students requiring 
high cost programs. Under the commit- 
tee's proposals, grants would be pro* 
vided for special education, compensa* 
tory education, transportation, occupa- 
tional education, and necessary small 
schools. 

Oregon School 
Finance Project 

To assist the Committee on Equal 
Educational Opportunity in its study, 
the Ford Foundation made a grant to 
the Oregon legislature for partial sup- 
port of a school finance study and 
development of a data system regarding 
school finance.^* The funds were used to 
employ a staff of school finance experts 
and to support the research activities of 
the staff. Known as the Oregon School 
Finance Project, the research staff was 
headed by Lawrence Pierce, from the 
University of Oregon. Principal consult- 
ants for the project were Professors 
Walter Garms from the University of 
Rochester, James Guthrie from the 
Jjj ■ srsity of California, and Michael 
from Stanford University. All 
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three consultants had worked together 
previously and have had wide expcri 
ence in the analysis of school finance 
problems in other states. 

The research staff was asked by the 
committee to analyze the current 
system of school finance and to prepare 
alternatives for the committee's con- 
sideration. It was also asked to develop 
a school finance computet simulation 
which would enable the committee and 
the legislature to quickly analyze the 
impact of a wide variety of financing 
schemes on each of Oregon's 339 school 
districts. 

During the first five months of the 
study, the primary emphases of the 
Oregon School Finance Project were to 
collect essential information and 
develop the computer simulation. 
Information was collected from public 
hearings held by the Committee on 
Equal Educational Opportunity during 
the spring of 1974. The staff also 
worked closely with personnel in the 
State Department of Education to 
gather and check the accuracy of data 
used in the school finance simulation. In 
addition, the staff visited a number of 
school districts to find out the problems 
facing educators in different parts of the 
state and the reforms they would sup- 
port.*^ 

The Oregon school finance simula- 
tion was developed to permit policy 
makers to analyze the costs and impacts 
of alternative school finance plans. The 
simulation is a flexible tool for analyz- 
ing policy alternatives. It can provide 
answers quickly. By using projections of 
school enrollments and local property 
values, it can estimate the fiscal impact 
of alternative plans for five years into 
the future. It can also estimate the fiscal 
consequences of school district reorgani- 
zation. 

During the fall of 1974, the research 
staff prepared two staff reports and 
worked with the Committee on Equal 
Educational Opportunity in preparing a 
package of proposals for consideration 
by the 1975 Oregon legislature. The 
first report, entitled Alternative School 
Finance Plans for Oregon: A Staff 
Report, presented an analysis of the 
current school finance system and three 
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alternative financing plans. The second 
report, entitled A Local Guaranteed 
Yield Plan for Oregon. A Second Staff 
Report, provided additional information 
on one of the alternatives presented in 
the first report. 

This final staff analysis. State School 
Finance Alternatives. Strategies for 
Reform, is a detailed summary of the 
work of the Oregon School Finance 
Project. It presents technical informa- 
tion which may assist the legislature in 
Its consideration of the proposals pre- 
sented by the Committee on Equal 
Educational Opportunity. It also dis^ 
cusses several alternatives to the com- 
mittee's proposals, as well as some 
related issues which were not part of the 
committee's deliberations or recommen* 
dations. 
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STATE 

SCHOOL FINANCE 
ALTERNATIVES: 
STRATEGIES 
FOR REFORM 




There are two volumes to this report. 
This first volume contains the staff's 
analyses of alternative patterns of state 
school finance reform. The second 
volume is a data supplement, which 
contains a number of computer runs on 
the impact of alternative school finance 
plans in Oregon. It also contains five* 
year enrollment projections and predic- 
tions of property values for every school 
district in the state. Copies of the data 
supplement may be obtained from the 
research staff of the Revenue Com* 
mittees of the Oregon Legislature. 

This volume is divided into eight 
chapters. Chapter 2 describes the school 
finance movement in the United States 
and the goals toward which that move* 
ment has been directed. Chapter 3 
analyzes the current school finance 
system in Oregon and compares Ore- 
gon's school finance system with the 
equity criteria outlined in Chapter 2. 

Chapter 4 describes four school 
finance plans which provide equity 
while at the same time protect local 
control. 

Chapter 5 discusses several adjust- 
ments to the state school aid system 
which would direct resources to areas of 
educational need. School productivity 
and governance are covered in chapter 
6. The seventh chapter discusses a num- 
ber of technical problems confronting 
analysts working on state school finance 
systems. Chapter 8 summarizes the 
analyses and recommendations of the 
Oregon School Finance Project. The 
report of the Committee on Equal 
Educational Opportunity, glossary of 
school finace terms, and footnotes are 
contained in the appendix. 

The recommendations of the 
research staff are sprinkled throughout 
the book. Sometimes a specific recom- 
mendation is made, while other times 
alternatives are presented with no 
specific recommendation. In several 
cases, a problem is outlined and various 
approaches to a solution are described. 

This book is a product of the collec- 
tive efforts of four people working 
closely together for fifteen months. 
Most of the ideas were discussed collec- 
tively before they ever found their way 
onto paper. Nevertheless, each of the 



authors was primarily responsible for 
specific chapters. Lawrence Pierce 
prepared chapters 1. 3. 4. and 8. James 
Guthrie wrote chapters 2 and 6 and the 
portion of chapter 5 dealing with com- 
pensatory eduction. Michael Kirst pre- 
pared the sections of chapter 5 on 
special education, occupational educa* 
tion. capital outlay, and cost of living. 
Walter Garms developed the Oregon 
school finance simulation, prepared 
most of the data runs and wrote chapter 
7. Each of the chapters benefited from 
the careful reading and suggestions of all 
four of the authors. 

There are a number of people who 
contributed to the ideas in this book 
and who deserve speoal acknowledg- 
ment, lain More. Coordinator of the 
Office of Legislative Research of the 
Oregon legislature, was instrumental in 
obtaining the research grant from the 
Ford Foundation. The cochairmen of 
the Committee on Equal Educational 
Opportunity. Senate President Jason 
Boe and Speaker of the House Richard 
Eymann. assisted both the committee 
and the research staff in completing this 
study of alternatives to Oregon's school 
finance system. During the time we 
worked in Oregon, the staff also re- 
ceived the complete cooperation of the 
State Department of Education and the 
State Department of Revenue. Special 
thanks are due the research assistants 
who worked on the project: John 
Danner. Ronald Eachus. Gib Hentschke. 
Shonna Husbands. Rudy Marshall and 
John Westine. We would also like to 
thank the many educators and legisla- 
tors in Oregon whose ideas and sugges- 
tions helped shape and enhance the 
suggestions for reform contained in this 
book. Finally we would like to thank 
the Ford Foundation whose grant to the 
Oregon legislature partially supported 
the research reported in this book. The 
views and recommendations sprinkled 
throughout this volume are solely those 
of the authors, however, and should not 
be attributed to the Ford Foundation 
nor the Oregon legislature. 
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THE EVOLUTION 
OF SCHOOL FINANCE 
REFORM 



School finance in the United States is 
in the midst of its third major wave of 
reform.* The first significant change 
occurred at the beginning of the 19th 
century with the advent of increased 
public support for education (which had 
theretofore been considered a private 
institution). A second reform movement 
took place at the onset of the 20th 
century. To meet the technical man- 
power needs of an institutionalized 
society, state governments enacted stat* 
utes encouraging a minimum level of 
universal education. 

By the latter half of the 20th cen- 
tury, the American public considered 
schooling crucial for personal success 
and societal survival. Many people felt 
that the American dream of equal 
opportunity necessitated high quality 
school services for all children and that 
the required fiscal resources should be 
generated in a just manner. Thus was 
born a third school finance reform 
movement, concerned primarily with 
equity. This reform wave gained sub* 
stantial momentum in the 1970s; in 
1973 alone, 1 1 states significantly 
altered their method of generating and 
distributing funds for schools,^ 

Concern for the equity of educa* 
tional finance was fostered by social 
scientists and legal scholars who, in 
writing and in court, questioned the 
constitutionality of many state school 
finance arrangements. These reformers 
contended that the taxation and distri* 
bution schemes of most states violated 
the equal protection clause of the Four- 
teenth Amendment of the U.S. Consti- 
tution. The U.S. Supreme Court, by a 
slender 54 decision, disagreed with this 
position.^ Nevertheless, a number of 
lower courts found the argument com* 
pelling on state constitutional grounds. 
Thus, the movement toward equality 
was sustained. 

Concern for the equity of the man* 
ner in which school revenues were 
generated was intensified In the 1960s 
and early 1970s by a number of schol* 
arly attacks on the property tax. The 
negative view of academics was re- 
inforced by growing voter reluctance to 
support higher tax rates for school 
measures. The pressure for change was 
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sufficiently powerful that President 
Nixon during his first term gave serious 
consideration to a policy proposal 
which would have replaced sctiool pro* 
perty tax revenues with proceeds from a 
federal value-added tax. However, by 
the mid-1970s, the pendulum of 
opinion had begun to swing back in 
favor of the property tax.** Neverthe- 
less, the short-lived period of criticism 
had done much to focus policy makers' 
attention upon the inequities of pro- 
perty tax administration, and many 
states have altered their taxing proce* 
dures to achieve more equitable distri- 
bution of the school finance burden. 

As a consequence of these reform 
activities, school finance issues are now 
balanced at a critical point. Much new 
theoretical and empirical knowledge has 
been amassed about school revenue gen- 
eration and distribution, and sophisti- 
cated computer technology makes it 
possible to simulate the revenue and 
distributional consequences of a pro- 
posed statewide school finance plan. 
Several states (e.g., Florida and Maine) 
have made significant strides toward 
implementing a finance plan which 
achieves greater equity. Other states 
(e.g., California and New Jersey) are 
under court order to establish more 
equitable finance arrangements. Many 
more states have made incremental 
changes in the direction of equity. 
Several key questions face school 
finance reformers in the last quarter of 
the 20th century: Has the third wave of 
school finance reform reached its peak? 
Has the 1975 economic slump eroded 
public concern for achieving greater 
equity? Will state courts continue to 
demand reform of state finance statutes, 
or will they concur with the U,S, 
Supreme Court that no matter how 
"chaotic and unjust," present arrange* 
ments are legal? 

Our purpose is not to predict future 
efforts to achieve equity. Our view is 
that, whether it persists at its present 
pace or Is revitalized at a later date, 
school finance reform must continue. 
Too many students throughout the 
United States continue to be victimized 
merely because their parents reside in a 
school jurisdiction with low property 




wealth. In this system of fiscal roulette, 
taxpayers are subject to property tax 
rates which are more a function of the 
value of property in their district than 
their desire or ability to pay. We believe 
that schooling is too important to be 
left to such capricious public policies. 

However, school finance reform is far 
from simple. It is enmeshed in compli- 
cated and conflicting economic values, 
social philosophies, and political in- 
terests. In order to succeed, a reform 
proposal must balance these many 
competing forces. In the sections which 
follow, we will analyze this whirlpool of 
conflicts. In subsequent chapters, we 
will describe in detail our specific pro- 
posals for equitable, effective and ef- 
ficient reform of Oregon's school 
finance system. 



EQUALITY AND 
SCHOOL FISCAL 
POLICY 
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An objective observer of 20th cen- 
tury America would marvel at the diver- 
sity our culture is able to accommodate. 
This value maelstrom presents reform 
advocates with a remarkable political 
challenge. The task is to package 
changes to appeal to the widest col- 
lection of interests while simultaneously 
accommodating or neutralizing anti- 
thetical positions. Success in such an 
endeavor depends on diligence, artistry 
and good fortune. 

In this section we will describe the 
value dimensions which we believe a 
school finance reform package must 
consider in order to be successful. 
Depending upon the history, political 
ethos and regional setting involved, an 
advocate may find it necessary to 
accommodate interests other than those 
we describe. Nevertheless, the following 
would appear to constitute at least a 
minimal list. 



Resource Equity 



Oregon's present school finance 
system deviates substantially from any 
reasonable definition of resource 
equality. Dimensions of the existing 
disparities are described in detail in 
chapter 3. Suffice it to state here that 
the range of total per pupil receipts 
among Oregon school districts in 
1973-74 was from a high of $5,038 to a 
low of $670. Property tax rates dis- 
played similar diversity. In 1973-74 
Umapine school district taxed itself 
$25.17 per $1,000 of true cash value 
(TCV), whereas Dickie Prairie district 
levied only $3.38 per $1 ,000 of TCV. 

The mixture of motivations and cir- 
cumstances determining expenditure 
levels and tax rates in different school 
districts is far' too complex to discuss 
here. However, analysts have consist- 
ently found a strong positive cor^'elation 
between per pupil expenditure rates and 
taxable property wealth. Indeed, most 
studies have found local school district 
wealth to be the primary explanation of 
school expenditure variations.^ In short, 
the root of the problem is the unequal 
distribution of property wealth. By 
granting school districts the power to 
tax only that property which is within 
their boundaries, states have, in effect. 



sanctioned unjustifiable expenditure 
inequities. 

Agreeing upon the conditions which 
are unequal is far easier than agreeing 
upon conditions which are equal. How 
should equality be measured? Whose 
definition should be accepted? Neither 
courts, legislatures nor scholars have 
reached accord on such questions. The 
New Jersey Supreme Court, in Robtn 
son V. Cahill, asserted that a school 
finance plan had to satisfy the state 
constitution's mandate to provide a 
"thorough and efficient" system of 
education.^ The court then left it to the 
state legislature to decide what scheme 
satisfied the "thorough and efficient" 
test. In California and some other states, 
courts have held that a finance plan 
must comply with the principle of fiscal 
neutrality. This principle, first formu- 
lated by Coons, Clune and Sugarman in 
their landmark volume, Prh/ate Wealth 
and Public Education, holds that "the 
quality of a child's schooling should not 
be a function of wealth other than the 
wealth of the state as a whole."'' As 
ingenious and profound as this assertion 
may be, note that it does not provide a 
definition of equality. The principle is a 
negative test. Presumably, buch a test 
could be applied to determine whether 
or not a finance plan is satisfactory, but 
it does not automatically convey the 
positive; it does not specify the shape of 
a fiscally neutral plan. 

In fact, fiscal neutrality probably 
constitutes only a minimum definition 
of equality. Many school finance 
schemes, embodying widely varying 
views of equity, can be constructed 
which would satisfy the principle of 
fiscal neutrality. The issue of educa- 
tional equality is complex, but it rests at 
the heart of a school finance plan. We 
will therefore take time to describe 
some of the significant points on a 
definitional continuum, beginning with 
the simplest definitions of equity (those 
which focus upon school inputs), and 
moving on to more complicated defini- 
tions (those which focus upon school 
outcomes). At the end of this discussion 
we will discuss the equity definitions we 
Q iloyed for our analyses and recom- 
g^^idations. 



Input Equity 

Perhaps the simplest form of input 
equity is to ensure that local school 
districts have the abihty to spend an 
equal amount per pupil at equal tax 
rates. This approach does not mandate 
any particular expenditure level, the 
amount spent per pupil is left to the 
discretion of school district decision 
makers. However, once the expenditure 
level has been chosen, the tax rate is 
determined by the state.. Any two 
school districts choosing to spend the 
same amount per pupil would have to 
tax themselves at the same rate. If 
application of the required tax levy to 
the base of local property wealth gener- 
ates less than the specified per pupil 
amount, the state equalizes the dollar 
differences. Under a purist version of 
such a scheme, a wealthy district gen- 
erating more than the specified amount 
would return the excess to the state. 

This finance strategy has been known 
for over 60 years as "percentage 
equalizing." It has enjoyed greater pop- 
ularity since 1970 under the label "dis- 
trict power equalizing."* For reasons 
we will explain later, we have chosen to 
rename percentage equalizing "local 
guaranteed yield" (LGY) plan. The 
point to be emphasized is that this 
means for achieving equity is based on 
"equity of opportunity." Equal tax 
rates guarantee equal resources, but the 
actual level of resources and taxes is left 
to the discretion of local decision makers. 

Another approach to input equality 
involves providing precise dollar parity 
for each student. Advocates of this 
approach feel the state should allocate 
the exact same dollar amount for each 
school child. Under such a distribution 
plan it would not matter whether stu- 
dents were in kindergarten or high 
school, were mentally retarded or 
gifted, had parents who were wealthy 
and well-educated or poor and illiterate. 
Regardless of a pupil's circumstances, 
the state dollar allocation would be 
equal. Whatever its educational and 
social disadvantages, such a system 
would meet a test of fiscal neutrality. 

A more complicated approach to 
input equality would require the state 
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to provide equal educational services for 
each child, even if doing so necessitated 
unequal expenditures. For example, if a 
school district were located in a region 
with substantially higher educational 
costs than elsewhere in the state, a 
service parity scheme would compensate 
the high-cost district to equalize its 
ability to provide services. Some school 
finance plans attempt to do this through 
provisions like regional cost<of<living 
multipliers, municipal overburden 
indices and statewide teacher salary 
schedules. 

Output Equity 

At the opposite end of the defini- 
tional continuum is the view that the 
educational outcomes for all children 
should be equal. Differences in per pupil 
expenditures are only a secondary con- 
cern under such an arrangement. If two 
pupils are of equal ability, they might 
well have the same amount of money 
spent upon their schooling; a child of 
more limited intelligence might need 
substantially higher expenditures to 
achieve equal knowledge and skill. The 
outcome equity punst would argue that 
an underachieving child is deserving of 
such resource differentials. As long as 
the science of pedagogy is unable to 
prescribe means for obtaining equal 
performance from every child, though, 
it makes little sense to seriously con- 
sider this extreme policy. 

However, when expressed with a 
degree of moderation, the equal out- 
comes position has considerable merit. 
Many reasonable people agree that it 
takes greater resources to overcome the 
learning disadvantages imposed by men- 
tal retardation or certain physical handi- 
caps. Similarly, there is increasing 
acceptance of the view that a deprived 
home environment can handicap a 
child's learning in a manner which re- 
quires added school resources to over- 
come. Thus, without arguing that all 
children should perform equally, it is 
possible to acknowledge that some 
children need a greater expenditure of 
educational resources in order to benefit 
from school. 

This viewpoint is reflected by the 
inclusion in many school finance for- 



mulas of special provisions for physicni- 
iy or mentally handicapped children and 
children from economically disadvan- 
taged homes. 

As analysts we are somewhat eclectic 
with regard to this range of equity 
definitions; we believe that each view 
has at least some merit. As you will see 
in chapter 4, our recommendations 
include elements from various points of 
the definitional range. The framework 
for our approach is an "input" defini- 
tion, and a relatively simple one at that. 
We advocate a range of local guaranteed 
yield plans which would permit local 
districts to choose their own resource 
levels above a certain minimal expendi- 
ture per student. However, local pro- 
perty tax rates would be equalized for 
any specified per pupil expenditure. 

In addition to the LGY concept, we 
propose several elements of a more 
complicated "input" definition and 
utilize a few features of an "output" 
definition. For example, we do not 
believe that the instructional programs 
of sparsely populated districts should be 
penalized by the necessity to spend 
large amounts on transportation costs. 
In circumstances where an unusually 
large proportion of the revenue dollar is 
expended on noninstructional items, 
dollar parity is not equity. Conse- 
quently, we recommend that the state 
assume a high proportion of transporta- 
tion costs, thus freeing local revenues 
for instructional purposes. 

Continuing across the spectrum of 
equity definitions, we firmly advocate 
added funds for school districts with 
concentrations of students from low- 
income households. Equality of educa- 
tional opportunity simply cannot be 
achieved in most Instances unless some 
effort is made by the school to compen- 
sate for the relative lack of educational 
preparation and stimulation such 
children experience in their homes. 
Added services for such children neces- 
sitate added resources. 

Tax Equity 

Just as there is a range of opinion 
regarding what constitutes resource 
"Q^ » there are many points of view 
n ip" taxation. Who should bear the 



burden of paying for school services? 
Does everyone in society benefit suffi- 
ciently from the schooling of youth that 
its burden should be shared equally 
between parents and nonparents? Or 
should parents and students pay more, 
on grounds that they benefit the most? 
Should schools be supported equally by 
everyone, or should wealthier residents 
be required to support a larger share of 
school costs? Should schools be sup- 
ported from property tax proceeds, or 
should more progressive taxes such as a 
state income tax bear the full burden? 
All the points of view inherent in such 
queries have their spokesmen. Indeed, 
problems of tax equity are as complex 
as those affecting the equity of resource 
allocation. 

In our discussion here, we chose not 
to enter deeply into these questions. 
Since political reality appears to dictate 
retention of the property tax in Oregon 
{and most other states) for some time, 
we saw little utility in arguing for its 
abolition. Furthermore, Oregon has one 
of the better administered property tax 
systems. Assessments appear as fair as 
humanly possible, and a number of 
provisions alleviate the inherent in- 
justices of property taxes for low 
income individuals, farmers, etc. Lastly, 
Oregon's entire tax structure appears to 
be progressive and well administered. 
There is no sales tax, so state revenues 
stem primarily from progressive indivi- 
dual and corporate income taxes. These 
conditions argued for concentrating our 
efforts on distribution problems other 
than taxation. Our prime concern 
within the revenue domain was to 
ensure that equal school property tax 
rates would guarantee communities 
equal school revenues. Beyond that and 
the simulation of various property tax 
rate consequences for local school dis- 
tricts, we deliberately gave little atten- 
tion to revenue and taxation. 
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Who Should Govern 
Public Education? 

The second controversial topic with 
which finance reformers must deal is 
school governance. Americans adhere to 
the view that "decisions follow the 
dollar." This ideology, when coupled 
with the widely held principle of 
"home rule" necessitates the main* 
tenance of a delicate balance of decision* 
making power. Equilibrium must be 
maintained between the state's constitu* 
tionally specified authority to provide 
education and the public's ' view that 
school decisions should be made by 
local units of government. Regardless of 
potential benefits for school children 
and taxpayers, any school finance plan 
which jeopardizes the balance of 
decision-making power is politically 
doomed. 

Framers of the Constitution did not 
see fit to include education as a federal 
function. Indeed, neither the words 
education ncr schooling appear in the 
document. Therefore, under the lOtn 
Amendment, state government has pri- 
mary responsibility for the provision of 
schooling. State constitutions acknowl- 
edge this responsibility, and a succession 
of important court decisions has rein- 
forced states' plenary authority in 
education. 

Despite the legal primacy of state 
government, important decision-making 
power has been vested in local school 
district officials. Few components of 
American political ideology are as Tirmiy 
ingrained as "local control of schools." 
Americans have traditionally feared 
distant government and wanted to have 
important governmental decisions made 
close to home.*^ 

As the population grew and schools 
became more numerous, local control 
also became a practical necessity. It was 
impossible,, particularly without modern 
communications technology, to 
administer a large number of geographi- 
cally dispersed schools from the state 
capitol. Out of necessity, decision* 
making discretion was delegated by the 
state to locally selected school board 
mfJmbers. 
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The desire for local control over 
school decisions has provided the 
United States with an extraordinarily 
decentralized pattern of school govern- 
ance. At one time, there were approxi- 
mately 130,000 local school districts.' 

This pattern of decentralization has 
had both advantages and disadvantages. 
On the negative side, the absence of 
uniform standards and strong cen- 
tralized authority has permitted a few 
districts to offer inferior schooling. In 
part, this may have occurred because 
local residents were too ignorant to 
recognize high quality instruction. In 
other instances, substandard education 
may have resulted from the refusal of an 
elite power structure to provide ade- 
quate financial support. Regardless of 
the explanation, the outcome was the 
same; of the thousands of jurisdictions 
offering school services, a small per- 
centage deprived students of an 
adequate education. Presumably, a more 
centralized school governance arrange- 
ment could have enforced higher stand- 
ards. 

Another disadvantage of local 
control has been its aid to defenders of 
the status Quo in school finance. Their 
argument has been: "Decisions always 
follow the dollar. If the state plays a 
larger role in financing schools, then the 
state will play a larger role in deciding 
matters such as curriculum content, 
personnel policies and discipline prac- 
tices. State dominance and the conse- 
quent erosion of local control would 
risk uniform indoctrination and ideo- 
logical standardization. The only means 
of restricting unwarranted state intru- 
sion in local matters and preserving 
independence is to continue to fund 
schools principally from local re- 
sources." 

This line of reasoning does not ac- 
knowledge the possibility that funding 
and decision making can be separated. 
The outcome has been a weak state 
school finance role and the persistence 
of inequitable financing conditions. 
Such disparities have been tolerated for 
fear their cure would trigger state 
dominance of education. Despite those 
who contend that much decision- 
making power has shifted to the state 



jnd that "homo lulo" uf si.liuuls js now 
moto ifkisioti than fdtt, the public pui 
coption that schools should be locally 
managed is still strong.^ ' 

The principal advantage of local con 
tiol hiis buoii its substantial flexibility 
and adaptability. American public 
schools serve 90 percent of the eligible 
school age population. It is not likely 
that a centralized school system with its 
almost inevitable pressures toward 
unifoimity and standardization, would 
have succeeded in meeting the desires of 
such widely divjigent constituent ele- 
ments. The ability of local authorities to 
adapt the tone and style of schools to 
the desires of local clients largely 
accounts foi the widespread acceptance 
of public schooling m the United States. 

Another advantage of decentraliza- 
tion (though more in theory than in 
practice) is the ability of individual 
units to experiment without jeopard- 
izing the stability of an entire system. 
"Lighthouse" schools ana districts, by 
virtue of thetr willingness and ability to 
experiment and test new ideas, set the 
standards for surrounding districts. 
According to some, these "beacons of 
excellence" elevate the quality of educa 
tion throughout the nation.' ' 

There is some evidence to suggest 
that the generation and distribution of 
school dollars can be centralized while 
retaining decentralized decision making 
authority.* ^ Nevertheless, in order to 
accommodate the strong political sup 
port for home rule, we have recom- 
mended a slate of school finance alter 
natives which emphasizes local control 
over financial decisions. Most of our 
analyses for Oiegon favor the local 
guaranteed yield (LGY) equalization 
concept, which retains local control 
over expenditure levels and tax rates. It 
achieves the minimum definition of 
finance equity while attempting to 
optimize local control. 

Effidencvin Public Education 

School costs have soared in the last 
several decades. Whether measured in 
terms of dollar amounts, proportion of 
GNP, or proportion of state and local 
Q iment budgets, schooling has 
[)ip"ie an increasingly costly govern- 



nientJl service. This has occurred at the 
same time that revenue sources are 
being pressed ever harder to support 
other public services. It is no surprise 
that policy makers at all levels of 
government have been demanding evi 
dence of greater school productivity. A 
large number of state statutes and local 
district plans have been devised in 
lesponse to this movement known fash- 
ionably as "accountability." 

Regardless of the strategy selected, 
contemporary school finance reform 
almost inevitably necessitates higher 
levels of school spending. In order to 
achieve even minimal fiscal neutrality 
and financial equity, presently low- 
spending districts must be enabled to 
spend more (a process usually termed 
"leveling up").. Of course, fiscal neu- 
trality also might be achieved by 
reducing expenditures in high-spending 
districts, but political reality in most 
states renders such reductions highly 
improbable. Leveling up inevitably 
means more dollars for schools. 

Most policy makers recognize the 
necessity for added school dollars, but 
they frequently express concern that 
additional resources should be deployed 
productively. In order to be successful, 
finance reform advocates must devise 
means for assuring efficient use of 
school dollars. The conventional ap- 
proach to this problem has been to 
in nose upon schools a technical effi- 
ciency model adopted from industry. 
Chapter 6 deal- at length with the 
fallacies embedded in this approach and 
proposes a series of alternative govern- 
mental and organizational arrangtnnents 
to achieve added productivity. 

Spedal Educational Needs 

Regardless of the financial equaliza- 
tion plan selected, policy makers should 
consider providing added resources for 
(1) unusual instances of economic hard- 
ship, and (2) special instances or in- 
structional enrichment. 
ECONOMIC HARDSHIP 

Several states contain two or more 
economic regions within their bound- 
aries, and in some instances, the cost of 
living varies among these regions. Under 
^ufc,& ci rc u mstances, equal school 
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expenditures may not buy equ?l school 
services. For example, Florida annually 
conducts a cost of living survey for each 
of the state's 67 counties. In 1972, 
when Florida dramatically revised its 
school finance arrangements, the state 
cost of living index (with a mean of 1.0) 
ranged from a low of .87 near the 
Georgia border to a high of 1.20 near 
Miami. As a result, a cost index multi- 
plier was incorporated in Florida's 
finance plan to adjust for regional dif- 
ferences in purchasing power. In this 
fashion, residents of extraordinarily 
costly counties were granted added fis- 
cal resources. 

Transportation expense differentials 
and population sparsity frequently are 
cited as causes for higher operating 
costs. Not only must children be bused 
farther in sparsely settled areas, but it 
frequently is necessary to maintain 
smaller schools than is economical. As a 
consequence, many state formulas pro- 
vide added financial resources for small, 
isolated school districts. Such provisions 
are in keeping with an "equal services" 
definition of resource equity. 

In Oregon special conditions which 
raise school costs are highly evident 
(transporation and <;mali rural schools 
are two good examples), and we have 
recommended adjustments to the basic 
finance distribution formulas to com- 
pensate for such conditions. We also 
investigated cost of living variations in 
Oregon. A survey by the State Depart- 
ment of Revenue demonstrated an 
approximate seven percent cost differ- 
ential between the Portland metropoli- 
tan area and rural areas in southwestern 
and eastern Oregon. However, it was not 
possible to devote sufficient resources 
to this study to obtain enough compara- 
tive date on prices to use in a state 
finance formula. We recommend that 
the state conduct a more comprehensive 
cost of living survey and include a cost 
of living adjustment in future finance 
plans. 

ADDED INSTRUCTIONAL COSTS 

Certain school districts serve a 
student population which for a variety 
of reasons may pose added instructional 
problems. The most obvious example is 
districts which have a disproportionate 



number of children who uro mentally ur 
physicall handicapped. Providing a 
blind or orthopedtcally handicapped 
child with anythmg close to "equal 
educational opportunity" necessitates 
substantial increases m expenditures. 
Also, policy makers now recognize that 
economic deprivation can impair a 
child's ability to profit from schooling. 
Consequently, compensatory education 
programs have been designed to assist 
such children in learning. 

These efforts to enrich the school 
program for children who otherwise 
would never experience equal educa- 
tional opportunity call for added funds. 
Here again, our finance recommenda- 
tions take such conditions into account. 
Our aim has been twofold. We have 
attempted to design proposals which 
assure needy children of enriched 
instruction yet are economically effi- 
cient and mindful of the burden upon 
the taxpayers. 
URBAN INTERESTS 

Court decisions mandating the re- 
districting of congressional and state 
political jurisdictions have had a pro- 
found influence upon the geographic 
distribution of political power.''' Pre- 
viously rural agricultural interests dom- 
inated many state legislatures, because 
electoral district boundaries did not 
reflect the nation's population shift 
from rural to urban areas. The suburbs 
have benefited most from redistricting 
but cities have also acquired a signifi 
cant bloc of legislative votes. For 
example. New York City, Chicago, Los 
Angeles, Seattle and Portland do not 
control an absolute majority of votes in 
their respective state legislatures, but 
they do have sufficiently large blocs of 
votes to effectively veto many legislative 
proposals. Political reality makes it 
necessary to accomn^odate urban inter* 
ests, particularly in the area of school 
finance reform. 

City spokesmen believe they have a 
good case for extra attention in school 
finance matters for two pnmary 
reasons. First, city school populations 
contain disproportionately large num- 
bers of children in need of special 
^''•*t:ational services. Usually more 
i|/^1ren from low income households 



and more phy^tcdtly and mentally 
handicapped childrtn reside in cities 
than elsewhere. The other special pro 
blem is frequently labeled "municipal 
overburden." Cities are generally forced 
to support more costly public services 
than surrounding areas. Moreover, many 
of the services are utilized by nonresi 
dents who contribute no tax revenue. 
Consequently, the overall city tax rate 
(including school taxes) is typically 
higher than for suburbs and rural areas. 
However, because of the necessity to 
support a wide range of noneducational 
services, the high urban tax rate does 
not benefit schools, even though the 
property tax base of cities is usually 
higher than the state average. 

Oregon's largest and politically most 
influential city is Portland, which fits 
the urban stereotype we have just 
described. Moreover, its school age pop- 
ulation IS declining, which reduces state 
revenues directly. In addition, the over* 
whelming majority of Portland's voters 
no longer have children of school age, 
and they appear increasingly reluctant 
to tax themselves for school support. 

Portland is caught in a vise between 
rising school costs and a population 
which is increasingly reluctant to meet 
those costs. Portland's legislative repre- 
sentatives believe that because schooling 
is a state responsibility, the state should 
assist in meeting school expenses. They 
argue that Portland's income tax and 
business tax contributions are a great 
asset to the state, and it would be only 
fair for a larger share of the city's 
contributions to return to their source. 
We are sympathetic to Portland's situa- 
tion, and our finance strategies include 
several means to help its schools meet 
their added costs. 

state standards 

A school finance strategy may in- 
clude mechanisms for the state to 
express its interests in education. For 
example, if a state legislature is con- 
cerned that school districts maintain at. 
least minimal performance standards for 
pupils. It may link economic incentives 
to its distribution formula. Michigan has 
used this approach for compensatory 
education programs. Michigan employs 
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standardi2ed tests to identify children 
and districts in need of special programs 
and provides added resources according- 
ly. However, if improvement in student 
achievement does not subsequently take 
place, the state may impose financial 
penalties. 

Beyond a concern fot maintaining 
minimal standards, stales may also offer 
financial incentives to improve the 
quality of instruction. In the past, some 
states provided school districts with 
added money as an incentive to estab* 
lish secondary schools. More recently, 
this strategy has been employed to 
induce districts to establish kinder- 
gartens. The process is one of using 
added state resources as a "carrot" to 
induce local districts to revise or add 
programs. We have included a similar 
strategy in our Oregon recommenda* 
tions for occupational education to 
encourage the spread of a number of 
new career training ideas and programs. 

SimpMdty 

It takes only the cursory reading of 
school finance statutes to realize that in 
most states they are hopelessly compli* 
cated. Typically only a few staff mem* 
bers in the legislative and executive 
branches really understand a state's 
arrangements. Legislators, educators 
and the public are generally mystified 
by the legal technicalities surrounding 
the interaction of state and local school 
finance procedures. This complexity 
presents a special problem to reformers.. 
In order to build enough rupport to pass 
a school finance plan, the plan must be 
sufficiently simple to be understood. On 
the other hand, accommodating the 
conflicting interests and values we have 
been describing entails some statutory 
complexity. 

Designing a school finance scheme 
which meets a strict test of fiscal neu« 
trality is rather easy. However, designing 
a plan which meets that test and simul* 
taneously satisfies the variety of 
interests concerned with school finance 
and its effects is a rigorous undertaking. 
Throughout this report vve have been 
constantly mindful of the need for 
simplicity. We have attempted to design 
finance and governance features which 



are straightforward and intelligible to 
laymen, as well as experts. Simultane- 
ously, we have attempted to incorporate 
a number of educationally sound and 
financially valid features to enhance the 
political attractiveness of our proposals. 
How well we have succeeded in our 
efforts, only time will tell. 
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Any attempt to change the method 
of financing public primary and 
secondary education in a state must 
begin with a discussion of the current 
system and its weaknesses. As in other 
states, primary responsibility for educa* 
tion in Oregon rests with the state, 
although the state has chosen to dele- 
gate much of the responsibility for 
operation and financing of schools to 
local school districts. This chapter 
describes the interrelationships between 
state and local financing of schools in 
Oregon. Of particular interest is how 
well the state is meeting its constitu- 
tional responsibility to provide a 
"uniform and general" system of educa- 
tion under the present financing 
arrangements.^ 

In 1973-74 public elementary and 
secondary education in Oregon was 
financed by a combination of federal 
(4.1 percent), state (24.4 percent) and 
local (71.5 percent) funds.' The state of 
Oregon's share, which stems primarily 
from personal income taxes, is one of 
the lowest in the U.S. Only five states 
pay a smaller proportion of educational 
costs than Oregon; on the average, states 
contribute 43 percent of the operating 
costs of schools.^ 

In Oregon, property taxes are the 
primary source of local revenue fr* 
school districts. Consequently the pro- 
perty wealth of different school districts 
largely determines their ability to 
finance educational programs. 

If variations in property wealth 
among school districts were relatively 
small, heavy reliance upon local pro- 
perty tax would not make much dif- 
ference. However, in Oregon wealth 
variations among school districts are 
great. In 1973-74 the wealthiest school 
district in Oregon (Brothers No. 15) had 
a true cash value (TCV) of $537,761 per 
pupil, while the poorest district (Knox 
Butte No. 19) had a TCV per pupil of 
$16,119.'* That's a ratio of 35.4 to 1. 
Of course this is a comparison of ex- 
tremes. Small school districts with high 
property value C3n distort the picture of 
the real situation in the state. In order 
to eliminate this kind of distortion, we 
can compare districts in the 90th and 
10th percentiles^ of wealth per pupil. 
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When this is done we find the district in 
the 90th percentile (Helix No. 1) had 
for 1973-74 a TCV of 3132,136 per 
pupil, while the district in the 10th 
percentile (Orient No. 6J) had 327,907. 
That's a ratio of 4.7 to 1 . With the same 
tax effort, the district in the 90th 
wealth percentile is able to raise nearly 
five times as much revenue as the 
district in the 10th percentile. 

To further clarify the picture of 
wealth variations among Oregon school 
districts table 3-1 presents a profile of 
district wealth, per pupil tax revenue, 
and tax effort and district size 
(expressed in terms of weighted average 
daily membership, or AOMW) for a 
sample of 38 selected districts. These 38 
districts were selected to illustrate the 
range of school districts in Oregon. In 
this profile the range of wealth is over 8 
to 1; clearly there are obvious wealth 
disparities in Oregon. 

The relationship between wealth, tax 
effort and tax revenues available for 
school offerings is not clear cut, however. 
Both the state school aid formula and the 
intermediate education district equaliza- 
tion levy tend to reduce the advantage*" of 
wealthy districts by redistributing money 
to property-poor districts. Despite i!iis 
equalization, table 3-2 clearly shows that 
wealthy districts can still afford more 
expensive school programs at somewhat 
lower tax rates than poor districts of 
comparable size. In table 3-2 four rela- 
tively rich and five relatively poor dis- 
tricts are matched in two groups; the first 
group consists of unified districts with 
more than 1 ,000 students and the second 
consists of unified districts with less than 
1,000 students. In each group, richer dis- 
tricts average a substantially lower tax 
rate iaan poorer districts. The average 
educational offering in the property-rich 
districts is also higher than in the 
property-poor districts. In both groups, 
rich districts spend more on the average 
than poor districts, with substantially 
less tax effort. 

It can clearly be demonstrated that 
there is need for additional school 
finance equalization in Oregon. To soc 
why this is the case, we must consider 
how sta^': funds are allocated to local 
school districts. 
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U = Unified School District E = Elementary School District 
UH = Union High School District 

Source: Data provided by the Oregon State Department of Education 



table 3*2 

COMPARISON OF PROPERTY 
WEALTH, TAX EFFORT AND 
EDUCATIONAL OFFERING 

Unified TCV/ Tax Rate/ Receipts/ 
District ADMW S1000TCV ADMW 

Over 1000 ADMW High Wealth 



Central Linn 

92,261 14.09 1,418.08 

Portland 



67,790 


13.65 


1,318.53 


Reedsport 






67,098 


12.49 


1,244.10 


Bend No. 1 






51,026 


15.02 


1,200.27 


Average 






69^ 


1351 


1^525 


Over 1000 ADMW Low Wealth 


Redmond 






36,175 


17.92 


1,246.63 


Creswell 






30,679 


14.72 


1,170.81 


Hermiston 






26,479 


16.65 


1,167-14 


Fern ridge No. 28 J 






24,959 


15.09 


1,062.11 


Average 






29^73 


16.10 


1,161.67 


Under 1000 ADMW High Wealth 


Plush No. 18 






482,994 


5.02 


2,825.84 


Olex No. 11 






183,968 


11.64 


1,830.64 


McKenzie No. 68 






171 ,386 


14.95 


1,937.46 


Harper No. 66 






59,796 


16.91 


1,274.17 


Average 






227,036 


12.13 


1^67.03 


Under 1000 ADMW Low Wealth 


Falls City 






38,110 


14.13 


380.86 


Prairie City No. 4 






33,538 


13.54 


1,165.86 


Gaston 51 1J 






27,996 


24.42 


1,183.23 


Ukiah No. 80 






22,731 


18.91 


1,323.08 


Average 






30,594 


17.75 


1^63.20 



Source: Data provided by the Oregon 
State Department of Education 



STATE SUPPORT 




The state provides funds to local 
school districts through the Basic 
School Support Fund (BSSF), categori- 
cal grants and the Common School 
Fund. The BSSF is by far the largest 
source of state support. Additional 
funds are provided to school districts 
for special education programs for the 
physically, emotionally and mentally 
handicapped, for migrant children and 
for socially disadvantaged children. 

The smallest and least consequential 
source of state support is the Common 
School Fund or Irreducible School 
Fund. This fund is authorized by Article 
VIII, Sec. 2, of the State Constitution 
to provide for the distribution of in- 
come arising from the sale of lands given 
to the state by the federal government. 
In 1973-74 S2.8 million was distributed 
from the Common School Fund. Since 
these funds are offsets to the BSSF 
receipts they have no practical conse- 
quence to local school districts. 

Bask School Support Fund 

Nearly 94 percent of state support 
comes from the Basic School Support 
Fund. This amounted to $143,667,742 
in 1973-74, or about 28 percent of total 
school operating expenditures that year. 
Table 3-3 shows the growth in the BSSF 
since 1967 and its relationship to total 
current operating expenditures for all 
schools. 

table 3-3 

GROWTH OF THE BASIC SCHOOL 
SUPPORT FUND IN OREGON 
SINCE 1967 
(in thousands) 



School BSSF 


Current 


BSSF 


Year 


Expendi- 


as a 




tures 


%of 






Current 




Expend!* 






tures 


1967-68 S 77,786 


8286.729 


27.1% 


1968-69 77,431 


325,536 


23.8 


1969-70 88,928 


363,363 


24.5 


1971-72 99,428 


433,926 


22.9 


1972-73 104.063 


467,815 


22.2 


1973-74 143,668 


513,380* 


28.0* 


'estimated figures 







The operation of the BSSF is com- 
plex, but basically it is what is known in 
school finance as a foundation program.*^ 
In such a program, the state guaran- 
tees each school district the ability to 
raise, at a state-established tax rate, a 
foundation amount (a minimum dollar 
level per pupil). The amount raised by 
each district at the designated tax rate is 
supplemented by state aid to the extent 
necessary to raise district revenues to 
the guaranteed foundation level. 

In Oregon, the foundation level is 
referred to as the basic program level. 
The state, by statute, establishes a basic 
program level of expenditures that is 
supposed to provide each child with an 
adequate basic education. However, 
instead of determining this minimum 
expenditure level by an analysis of 
program needs, the statutes require that 
the basic program be computed by a 
formula based on the relationship of 
current educational costs to 1955-56 
costs. The formula begins with an Initial 
base of $230 established by the legisla- 
ture In 1957.^ This figure is increased 
by the proportion of average current 
costs to the average costs In 1955-56. In 
1973-74 this computation produced a 
basic program level of $682.23 per 
pupil, well below the statewide average 
expenditure of $1,058,'' 

The dollar amount of the BSSF is 
determined by the state legislature. This 
means it must compete politically with 
all other demands for funds and tax 
monies. The BSSF is divided into five 
accounts. Two of these, the flat grant 
and equalization funds, are collectively 
considered the Foundation Account. 
Funds in these two accounts are used to 
guarantee that every district will receive 
sufficient revenue to provide at least the 
basic program level. 

From appropriated BSSF funds, the 
state reimbursement for transportation 
costs is first subtracted. In 1973 this 
was $9.5 million. Then, according to 
statute, 20 percent of what remains is 
reserved for equalization, and most of 
the rest is distributed in flat grants, with 
a small amount used to adjust for 
enrollment growth or decline. In 
1973-74 the flat grant amount was 
$206.31 per pupil. Table 3-4 depicts the 



allocation of the BSSF in 1973-74. 

The method for apportioning these 
segments of the BSSF is specified by 
law. A review of these various methods 
demonstrates the awesome complexities 
of the Oregon system.'** 

tabie 34 

THE BASIC SCHOOL 

SUPPO RT FUND 197374 

Millions Percent 
of Dollars of Total 

A. Transportation 

Grants 9.5 6.6 

B. Equalization 

Account 26.8 18.7 

(20% times A-B) 

C. Flat Grants, 
Growth and 
Declining 
Enrollment 
Accounts 

Flat Grants 105.2 73.4 
Growth 1.5 1.0 

Decline 0.5 0.3 

Total 143.6 100% 

Transportation 

Transportation grants are made to 
local school districts providing trans* 
portation services in accordance with 
the regulations and standards estab* 
lished by the State Board of Education. 
Grants are reimbursement for a portion 
of the expenses incurred for home-to- 
school transportation of pupils and any 
board and room provided in lieu of 
transportation. 

The amount set aside for transporta- 
tion in the BSSF is 60 percent of the 
approved statewide transportation costs 
two years previously. For example, 
transportation reimbursements in 
1973-74 amounted to 60 percent of 
approved statewide costs tor 1971-72. 
The reimbursement each district re- 
ceives is based on the ratio of its 
approved costs to statewide transporta- 
tion costs for the previous year. Thus, 
the state's 1973-74 BSSF apoortion- 
ment for transportation is 60 percent of 
197172 statewide costs, and each dis- 
trict's reimbursement is based on the 
Q of its 1972-73 costs to statewide 
in 1972-73. 
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Flat Grants, Enrollment, 
Growth and Decline 

Flat grants are computed using each 
school district's weighted average daily 
membership (ADMW). This measure is 
intended to reflect the higher per pupil 
costs of high school services. Un- 
weighted average daily membership 
reflects the average number of children 
attending school during a given period. 
To compensate for the relatively high 
cost of secondary education, the law 
provides that the ADM in grades 9*12 
shall be increased by 30 percent. In 
other words, the ADMW of a district 
equals the ADM of grades K-8 plus 1.3 
times the ADM of grades 9-12.^ 

Flat grants are based on the ADMW 
of the previous year, with adjustments 
for enrollment growth and decline. Each 
district receives flat grant and equaliza- 
tion money (if eligible), based on the 
previous year's weighted enrollment. In 
addition, each district receives flat 
grants to compensate for enrollment 
growth or decline. Growth and decline 
are computed by comparing each dis- 
trict's ADMW for the quarter of the 
apportionment year ending December 
31 with the previous year's final 
ADMW. A district with an enrollment 
growth receives additional flat grant 
money to cover total ADMW growth. A 
district with an enrollment decline re- 
ceives flat grant money for 75 percent 
of the decline. 

The size of the flat grant depends on 
the amount of money available for flat 
grants and the total statewide ADMW 
after adjustment for enrollment 
growth and decline. In 1973-74, 
3107,283,075.85 was available for flat 
grant distribution. Total ADMW eligible 
for flat grants was determined by adding 
the total ADMW for the previous year 
to the growth and decline totals for the 
current year. 

ADMW previous year 508,372.0 
Growth in ADMW 7,434.5 
Decline in ADMW (75%) 4,193.4 
Total 519,999.9 

The amount available for flat grants, 
divided by total adjusted ADMW, yields 
a flat grant amount o^|S^06.31 per 
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ADMW.*^ The apportionment of the 
entire account was: 

Flat Grants: 508.372.0 x 8206.31 = 
$104,882,225.82 
Growth : 7,434.5 x $206.31 = 

$1,533,811.56 
Decline: 4,193.4 x $206,31 = 

$865,139.42 

$107,281,176.80 
The apportionment of funds for 
declining enrollment begs for illustra- 
tion, since it gives a particular advantage 
to districts which are losing students.^ ^ 
If a district had 3,000 ADMW on June 
30, 1973 and 2,000 ADMW on Decem- 
ber 30, 1973, it would receive in 
1973-74 flat grants for 3,000 ADMW 
plus declining enrollment grants for an 
additional 750 ADMW (75 percent of 
1,000). The district would receive 
1973-74 flat grants for 3,750 students, 
rather than the 2,000 actually enrolled. 
If the same district's enrollment 
lemained at 2,000 ADMW the next 
year, it would receive a flat grant 
allocation for 2,000 ADMW, a loss of 
1,750 ADMW from the year before. 

In other words, a district would 
receive considerably more state money 
if its enrollment declined than if it 
remained constant. But, it would face a 
large reduction in state funds the next 
year if enrollment leveled off and did 
not decline further. Declining enroll- 
ment grants enlarge a district's state 
allocation one year but deflate it the 
next year. 



Equaization 



As mentioned before, equalization 
aid is given to school districts which 
cannot support the approved basic pro- 
gram at a designated local tax rate. The 
law provides that 20 percent of the 
BSSF remaining after the apportion- 
ment for transportation shall be used 
for equalization. This amount in 
1973-74 was only S26.8 million, or 2.5 
percent of total school revenues. In 
order to ensure that this small amount 
raises every district to the foundation 
level of $682.23, the state computes a 
tax rate which, if applied (it is not), 
would allow all districts to reach the 
$682.23 foundation level with the 
assistance of flat grants and the available 



amount of state equalization aid. Dis- 
tricts which can raise the difference 
between the foundation amount and the 
flat grant ($475.82 in 1973-74) at the 
computed tax rate (10.76 in 1973-74) 
receive no state equalization. Districts 
which would raise less than the neces- 
sary amount at the computed tax rate 
(in 1973-74 this included all districts 
with less than $44,230 property value 
per student) receive the amount needed 
to reach S475.92. Equalized tax receipts 
of $475.92 added to the flat grant 
equals the foundation level of $682.23. 
Although the amount of equalization 
money is small, 174 Oregon school 
districts (51.3 percent) received state 
equalization funds in 1973*74. 

It is important to note, however, that 
the state equalization program neither 
ensures that all districts raise the basic 
program amount nor that all districts 
tax themselves at the designated 
required rate. Property-poor districts 
which tax themselves at less than the 
suggested rate will not raise the basic 
program amount even with state equali* 
zation aid. At the same time, wealthy 
districts may raise considerably more 
than the basic program amount at tax 
rates well below the suggested rate. 

The actual amount of equalization 
aid a district receives is computed 
according to the following formula: 
Basic program x ADMW 
—minus- 
State flat grants 
—minus- 
Federal forest fees and common school 
fund receipts 
—minus— 

State-computed tax rate times district 
true cash value 
-equals- 
State equalization aid to the district. 

According to this formula, state flat 
grants and the local contribution at the 
computed tax rate are subtracted from 
the basic program amount. If flat grants 
and the local contribution are insuffi- 
cient to raise the basic level, the district 
will receive equalization aid. 



LOCAL RECEIPTS 
AND LOCAL 
PROPERTY TAXES 



ERIC 



School District Taxes 

About one-half of the school costs 
are financed with receipts from local 
property taxes. In 1973-74, Oregon 
school districts raised approximately 
$340 million, or 51 percent of the total 
amount spent for support of schools.'^ 
The amount of property taxes a particu- 
lar school district may generate without 
voter approval, however, is limited by 
the Oregon Constitution. Article XI, 
Section 11 of the Constitution provides 
that no taxing unit, including school 
districts, may levy a property tax which 
would raise revenues exceeding its tax 
"base" by more than six percent. In 
other words, the amount that can be 
raised by a school district for any 
particular year without a budget elec- 
tion is the amount generated in any one 
of the last three years in which a tax 
was levied, plus six percent. This reve- 
nue ceiling is referred to as the six 
percent limitation. 

The tax base of a school district may 
be exceeded in two ways: (1) by means 
of an election where voters approve a 
dollar amount in excess of the tax base 
for one year only; and (2) by means of 
an election where voters approve a new 
and still higher base. 

The effect of the six percent limita- 
tion on revenue growth can best be 
understood by considering the manner 
in which a typical school district budget 
is constructed. Table 3«5 depicts the 
Eugene Public School District's budget 
for the past five years, showing the 
amount raised within the six percent 
limit, and the amount raised beyond the 
limitation. 

The revenue base for tax purposes in 

1970- 71 in Eugene was $1 ,282,733, so 
the school district could raise for 

1971- 72 that amount plus six percent 
($1,359,697) without a vote of the 
people. This amount was considerably 
less than the $16,903,969 needed after 
the district's nonproperty tax receipts 
were subtracted from the district's total 
budget of $22,196,347. It was neces- 
sary, therefore, to ask the voters to ap- 
prove an additional levy of $15,544,272 
to raise funds beyond the six percent 

I revenue limitation. That approval did 
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table 3-5 

EUGEIME PUBLIC SCHOOL DISTRICT REVENUES, 197071 THROUGH 1974 75 



Property 


Property 


Total 


Tntal 


Tax Revenues 


Tax Rpvpnups 


Local 


Riirlnotorl 


Avaitable 


Generatpd 


Pronprtv Tax 


OitllUUI 


Within 6% 


Rpvond 6% 




mm r\n 1 I VAC 

cxpenQiiures 


Limitation 


Limitation 




(State + Local) 








Funds 


$1,210,125 + 72,608 


Slb,432,586 


316,714,219 


$21,276,192 


1,282,733 + 76,964 


15,544,272 


16,903,969 


22,196,347 


1,359,697 + 81,582 


16,469,615 


17,910,894 


23,624,542 


1,441,279 + 86,477 


16,096,761 


16,624,517 


25,720,430 


1,527,756 + 91,665 


19,329,667 


20,949,008 


30,302,874 



Year Allowabte 
Revenue 
Base 



1970- 71 $1,282,733 

1971- 72 1,359,697 

1972- 73 1,441,279 

1973- 74 1,527,756 
1974>75 1,619,421 

Source: Eugene Public School District 

not, however, increase the district's tax 
base, it simply authorized the increased 
tax levy for one year. 

Since its revenue base is so small in 
comparison to its total dollar needs, the 
district must seek voter approval to raise 
tax revenues outside the six percent 
limitation every year. The amount for 
which the district seeks voter approval 
bears no relationship to the mcrease in 
the district's budget. It is simply the 
difference between the total tax reve- 
nues needed and the legally allowed 
revenue base. Because the revenue base 
grows at six percent a year, regardless of 
budget requirements, enrollment fluctu- 
ations or inflation, it becomes in- 
creasingly inadequate every year. 

The tax revenue base in Eugene is so 
small that the current limitation per- 
forms no useful purpose. Should the 
voters fail to approve a tax rate to raise 
funds outside the six percent limitation 
schools would probably close. At least, 
they would not be able to operate for a 
full year. This leaves the voters at the 
mercy of school budget makers, since 
they must either accept what is offered 
to them or have no schools. Many 
educators in Oregon admit that this 
impossible choice has worked to the 
advantage of those who would like to 
see more money spent on schools. 

One other feature of the six percent 
limitation is that the annual increase in 
revenues that can be raised without a 
voce is based upon the dollar amount of 
the previous tax base. Thus if there is a 
O intial increase in the value of 




rty in a school district due either 



to new construction or inflation, the 
school district will not receive any more 
than if the property values fell. Large 
increases in property values lead only to 
lower tax rates. 

The six percent limitation applies 
only to a school district's operating 
revenues and not to funds for capital 
outlay or interest on bonds which have 
previously been approved by the voters. 
It is also possible for a school district to 
ask voters to approve serial levies for 
"the purpose of financing the cost of 
any service, project, property or equip- 
ment, which a subdivision has lawful 
power to perform, construct or acquire, 
and of repairs and improvement thereto, 
and of maintenance and replacement 
thereof."*^ Such serial levies are not 
subject to the six percent revenue 
limitation. Only a few districts have 
attempted to use such levies, however, 
for the operation of their schools, 

Intermeciate Education 
Districts 

A second major source of local pro- 
perty tax support for schools is the 
intermediate education district equaliza- 
tion levy. In 1973-74 SI 10 million were 
distributed by lEDs to school districts 
in the state.* An lED is an agency that 
does not operate public schools but 
provides special services for school dis- 
tricts within lis boundaries. Its bound- 
aries enclose the districts it serves and 
more or less follow county boundaries. 
There are 29 lEDs in the state. Two 
counties (Linn and Benton) are in 
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single I ED, and six counties that have 
county school districts (Hood River, 
Klamath, Lincoln, Josephine, Crook and 
Marrow) do not have lEDs. 

The I ED operates much like a^com* 
mon school district; it has a board of 
seven members and prepares an annual 
budget. The I ED budget consists of two 
parts: its own operating budget and lED 
equalization funds. The total amount for 
these two purposes (plus an^ amount 
which can be set aside for distressed dis- 
tricts) is subject to the six percent limita- 
tion which can only be exceeded with the 
approval of the voters within the I ED, 
I ED operations have first access to the 
total revenues raised, with the balance 
available for equalization. So even within 
the six percent limitation, there is no 
control over I ED operating expenses 
except the discretion of the lED board. 
This has caused much voter concern and 
has made it increasingly difficult for 
lEDs to pass budgets outside the six 
percent limitation. 

The iED equalization levy, like the 
equalization account of the Basic 
School Support Fund, is intended to 
help less wealthy districts support their 
education programs. Prior to March of 
each year, every IED estimates an 
amount equal to 50 percent of the total 
estimated operating revenues in alt 
school V istricts. within its boundaries. 
To this amount the IED adds its own 
operating budget. If the total amount 
exceeds the six percent revenue limita- 
tion, that portion above the limitation 
must be approved by voters as a sepa- 
rate IED equalization levy. 
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From the total revenues raised, I ED 
operating funds arc taken off the top 
and the balance is distributed as equali- 
zation aid to individual school districts 
on a per student basis. The amount each 
school district receives is then entered 
into a computation by the county asses* 
sor, and local district tax rates arc 
adjusted. The greater the I ED levy, the 
lower the net school tax rate for local 
districts. 

In four lEDs (Grant, Harney, 
Wheeler and Wallowa) a different pro- 
cedure is followed.* ^ In this case, the 
I ED raises revenues to cover both I ED 
operating expenses and the total 
operating budgets of the component 
school districts. After deducting lED 
operating expenses, all remaining reve- 
nue is distributed among the school 
districts according to the ratio of each 
approved district school levy to all other 
school levies. 

• The effect of the lED levy is to 
redistribute some property tax revenues 
from areas with above-average property 
values per pupil to areas with below- 
average property values per pupil. Con- 
sequently, some school districts are con- 
tributing districts, and others are 
receiving districts. In this way some 
equalization of the fiscal ability of 
school districts within each I ED is 
achieved. 

The lED equalization levy fails, how- 
ever, to achieve the state goal of equal- 
ization in at least three ways. First, only 
a small portion of the funds raised by 
each I ED is redistributed from 
property-rich districts to property-poor 
districts. In 1973-74 a total of $110 
million was raised for I ED equalization 
in lEDs, but only SI 1.5 million was 
redistributed from wealthy to poor dis- 
tricts. Second, even though wealth 
varies substantially between lEDs, the 
system does not permit redistribution of 
revenues among lEDs. Consequently, 
under the present state formula, a num- 
ber of districts that receive state equali- 
zation aid are contributing districts 
under the lED equalization formula. 
The opposite also holds true. Third, the 
amount of equalization that can be 
^ )mplished within an lED depends on 
amount of revenue available for 



equalization. Because of differences in 
total tax bases and voter acceptance, the 
lED equalization can be important in 
some lEDs and trivial in others. 

County School Fund 

Each county is required to establish a 
county school fund and levy from this 
fund an amount equal to the lesser of 
two amounts: (a) the minimum amount 
it was required to levy for schools in the 
1965-66 tax year; or (b) $10 per capita 
for all children within the county be- 
tween the ages of 4 and 20 years (as 
shown by the preceding census). 

There is no limit on the amount 
which can be distributed by the county 
school fund, except that the overall 
county levy (of which the county 
school fund is a part) is subject to the 
six percent limitation. Some counties 
provide nontax revenues from federal 
timber lands to school districts in excess 
of the amount required by law. Others 
use county school fund receipts to pay 
the expenses of county residents who 
attend special schools for the doaf and 
blind in other counties. Most of the 
county school money is distributed on 
an ADMW basis to school districts in the 
county. 
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The Oregon State Constitution 
requires "the legislative assembly shall 
provide by law for the establishment of 
a uniform, and general system of com- 
mon schools." Oregon statutes also 
specify that the BSSF "shall be distri- 
buted to equalize educational oppor- 
tunities and conserve and improve the 
standards of public elementary and 
secondary education."*^ It is now 
appropriate to Inquire whether these 
goals are realized under the present 
Oregon school financing system. 

The effect of the BSSF on equaliza- 
tion is illustrated by the three types of 
districts as shown in figure 3-1. District 
A receives equalization funds. District B 
does not raise the basic level at the 
state-computed rate of $10.76 but does 
raise at least that much with the addi- 
tion of the state flat grant; and District 
C generates funds at or above the 
minimum program level with local tax 
effort at the state-computed rate. 

Two major problems with the pre- 
sent system in Oregon are demonstrated 
by these basic models: the foundation 
program itself, and the effect of the flat 
grants. In 1973-74, 174 of the state's 
339 school districts received equaliza- 
tion funds, but almost all districts spent 
above the basic program level. (As we 
stated earlier the average expenditure 
was $1,058.) 

The decision by most districts to 
spend above the basic program level 
unveils a fundamental shortcoming of 
the foundation program: it does not 
ensure that all districts will have the 
same offering if they make the same tax 
effort. Offerings are not even uniform at 
the state-computed tax rate. The 
foundation program only assures that 
poorer district*; will have the same num- 
ber of dollars to spend at the state- 
determined rate; at that same rate, 
wealthy districts can still raise more 
than the foundation level. Above that 
level, what is produced by a given tax 
effort depends entirely on a district's 
property wealth - rich districts can 
always geneiate more revenue at every 
tax increment. 

If we refer back to the three types of 
"Q' s in figure 3-1 we can see what 
^|^(^"is above the basic program level. 



•Z*Z*»>:* Equalization 
///// Flat Grants at 

$206.31 per pupil 
"^WV^ Local Receipts at 

$10.76/$1000 TCV 
>X''o<^<'aOa''a''? .Added Local 

Receipts 



figure 3-1 
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figure 3-2 

DISTRICT RECEIPTS AT $15.76 SCHOOL TAX RATE 
AND $10.76 STATE-COMPUTED TAX EFFORT 
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Assume that each district increases its 
tax effort over the state -computed rate 
by S5 per Si ,000 TCV. The result is 
shown in figure 3-2. For the same 
increase in tax effort, property-rich dis- 
trict C raises three times as much 
revenue as property-poor district A. 

In a foundation program like Ore- 
gon's, effective equalization depends on 
the relationship between the foundation 
level and actual expenditures. 

The more a district spends above the 
basic program level, the more closely its 
revenue relates to its property wealth. 
Whether the $682.23 that was Oregon's 
foundation level in 1973-74 js sufficient 
for adequate education is not the issue 
here. The point is that since most 
school districts in the state spend 
substantially above that level, rela- 
tively wealthy districts can provide 
more education for less effort than can 
neighboring districts with less property 
wealth per pupil. 

The failure of the foundation pro- 
gram to equalize school revenue is 
compounded by the distribution of 
state aid, through flat grants. A com- 
plete analysis of the flat grant system 
would require consideration of the gen- 
eral impact of income taxes which 
generate the state aid. Some districts 
may receive more than they contribute. 
However, any equalization that results 
from this reshuffling of tax dollars 
would he insignificant, since the flat 
grant constitutes only 19 percent of the 
average school district's total expendi- 
tures. 

Essentially the flat grants are non- 
equalizing. The flat grant does help poor 
districts reach the minimum program 
level at the required lax rate, but it does 
not equalize tax effort, since it is 
distributed without regard to district 
wealth. And m some cases (as we will 
show later) flat grants actually contri- 
bute to the wealth advantage of rich 
districts. 

The nonequalizing effect of flat 
grants can be shown by comparing two 
districts of differing wealth which are 
both unable to raise the basic program 
level at (he state-computed rate of 
rO.76. District D raises S215per pupil 
d District E S430 per pupil, yet both 



receive the same flat grant of S206. 
District D then receives $261 in equali- 
zation funds (682-421) and District E 
receives $46 in equalization funds 
(682-636). This situation is shown in 
figure 3-3. If we reorient the diagram as 
in figure 3-4,, we can see that the only 
equalization which occurs is provided 
by the equalization funds. The flat grant 
merely raises districts' expenditure 
levels toward the state guarantee; it is 
neutral in regard to wealth and thus 
nonequalizing. 

Viewing flat grants in this manner 
strikingly demonstrates how little actual 
equalization occurs under the present 
Oregon system. Because every district 
receives the flat grant amount of 
$206.31 the equalization provision 
applies only up to $475.92 
(682.23-206.31), which is only 45 per- 
cent of the average district's expendi- 
tures. The foundation level to which the 
slate guarantees is $682.23, but the 
level above which wealth advantages 
may be used is 3475.92. In other words, 
any district which can raise more than 
$475.92 at the tax rate of $10.76 has a 
definite advantage over districts which 
cannot. 

This occurs because the effect of the 
flat grant is different for districts raising 
more than $475.92 at the state- 
computed rate. Instead of helping a 
wealthy district reach the minimum 
program level,^ the flat grant actually 
contributes to the wealth advantage of 
the district. Figure 3-1 shows how this 
happens. District A raises $323 per 
pupil at the state-computed tax rate of 
$10.76 per $1,000 TCV, receives the 
flat grant ($206.31) and receives equali- 
zation aid to bring it up to the founda- 
tion level of $682.23. District B raises 
$646 per pupil, receives the flat grant, 
but receive; no equalization aid because 
the flat grant puts it over the founda- 
tion level. District C raises $969, which 
is above the basic program level, yet it 
also receives the flat grant. 

At the same tax rate, the three 
districts in figure 3-1 do not spend the 
same amount for each student in school. 
Furthermore, the amount available 
above the foundation level in districts B 
and C is partly due to the flat grants. On 
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figure 3-4 

NON-EQUALIZING EFFECTS 
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the Other hand, fUit (jidins do !iot loolly 
help district A, since it is (jiuutinteed 
S682.23 under the foundation program 
with or without flat grants. If there 
vveie no flat grant, distiict A would 
Simply get moie e(luall^atlon aid. The 
flat giant affects neither distiict A's 
offeiing nor its local tax late. 

The situation is different foi districts 
B and C. The flat grant permits district 
B to spend $852 per pupil, (or $170 
above the foundation level) and district 
C to spend $1,1 75 per pupil. In district 
C, the full amount of the flat grant is 
above the foundation level. In other 
words, flat grants do not help districts 
that aie eligible for e(iualization funds, 
but they do help distiicts which do not 
need equalization. Flat grants permit a 
district like district C to either increase 
expenditures or reduce local taxes. In 
the cases of districts B and C, flat grants 
have clearly anti-equali2ing effects, since 
they help wealthy districts exploit their 
wealth advantage. 

The effects of flat grants can be 
illustrated if we assume that different 
districts vary in per pupil property 
wealth and that the richest districts raise 
more than the basic program level at the 
local required rate. Both these assump- 
tions are cleaHy for Oregon. Figure 3-5 
illustrates what happens under these 
conditions. 

Assuming a local tax effort of 
$10.76, the flat grant of $206.31 re- 
duces the number of districts recieving 
equalization funds from those with less 
than $63,404 TCV per pupil to those 
with less than $44,230 TCV per pupil. 
In other words, every district with more 
than 344,230 TCV per pupil can spend 
above the foundation level because of 
the flat grant. Districts with more than 
$63,404 TCV can spend $206.31 per 
pupil more than they can raise with a 
$10.76 local tax effort. As the state- 
computed tax effort increases, the num- 
ber of districts which receive equaliza- 
tion decreases, and the number of dis- 
tricts which can exploit their wealth 
advantage increases. 

When we consider school districts' 
ability lo tax themselves above the 
^ jmputed rate, we get an idea of 
hl\lC^3' effect of Oregon's curtent 



figure 3-5 
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figure 3-6 
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school finance system. Again wo assume 
the range of district wealth in figure 3-5. 
We also assume that all districts tax 
themselves at a rate S5 above the 
state»computed rate. The result is shown 
in figure 3-6. The solid line shows how 
much districts of different property 
wealth have to spend at the state- 
computed tax rate of $10.76. The 
dashed line shows what they can spend 
at a $15.76 rate. When districts are free 
to tax themselves above the required 
rate the advantage of local property 
wealth applies even at the lowest levels 
of district wealth. At any given tax rate 
above the state-computed rate, a district 
which has more property wealth than 
another district can spend more per 
pupil than the poorer district. 
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The Oregon system of state school 
support does not offset the fiscal in- 
equities resulting from rcMance on local 
property taxes. The quality of a child's 
education is still determined in large 
part by the wealth of the school district 
in which he or she lives. In fact, the 
Oregon foundation program, by distri- 
buting most state money as flat grants, 
increases these inequities for some di;;- 
tricts. Thus it is a form of state-created 
wealth discrimination. 

The state now contributes less than 
one-third of the costs of public school 
education-leaving the major burden of 
school support on the local property 
owner. Because the foundation level 
which the state guarantees is well below 
the average district expenditure, the size 
of most school district budgets depends 
on property wealth in the district. The 
level . at which the state actually 
equalizes school tax effort is even lower 
than the foundation level, since most 
state aid is in the form of flat grants, 
which are not related to local wealth. 
These grants contribute to each dis- 
trict's task of providing education, but 
thoy do not contribute substantially to 
^ equalization. In some cases, as we have 
shown, flat grants actually add to the 
wealth advantage of wealthy districts. 

Under the present system, the state 
f,ays it will guarantee districts expendi* 
tures up to the minimum program level, 
but that no district will receive less than 
the flat grant amount. The flat grant 
thus becomes a minimum promise that 
is really only useful to wealthy districts. 
It means little to poor districts, since 
they are guaranteed the basic program 
level anyway. For wealthy districts, it 
lessens their already lighter tax burden. 

What equalization does exist is mini- 
mal. Only 20 percent of the BSSF (after 
transportation grants) is available for 
equalization. The amount of equaliza- 
tion that occurs through lED levies is 
also small. Neither eliminates the great 
variation in local school districts' abil- 
ities to support schools. 

As we have shown, the state's goal of 
equal educational opportunity is not 
met under the current school finance 
system in Oregon. Despite several at- 
tempts to change the system, it has 



maintained its basic character since 
1946.'^ It is time for reform, and that 
reform will have to come through a 
change in the formula rather than a 
mere increase in state support. 

As long as the flat grant system is 
intact, the state cannot achieve equaliza- 
tion of ability unless massive amounts 
of state monies are added to school 
support. Flat grants cannot approach 
full equalization until the amount of the 
grant nears 100 percent of theexpendi- 
ture level for higher-spending districts. 
Given the political and fiscal constraints 
in Oregon, this is not likely to happen. 
Simply increasing the amount of state 
support by a few percentage points 
while keeping the flat grant formula will 
not solve the equity problem. The only 
way to provide equal educational oppor- 
tunity is to remove the effects of 
wealth. And the only way to do that is 
by putting most of whatever state sup* 
port exists into equalization of tax 
effort. 
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APPROACHES TO 
STATE SCHOOL 
FINANCE REFORM 




This chapter presents four alternative 
school fmance plans for Oregon and 
discusses several alternatives for insuring 
that school districts which do not parti 
cipate in the state's equalization pro- 
gram also contribute their share to the 
support of education throughout the 
state. We can endorse any one of the 
first three plans presented. The final 
plan, the available wealth equalization 
plan, is included to explore the effects 
of a "municipal overburden" correction 
on urban areas which have special 
school finance problems. However, be- 
cause the plan would not be fiscally 
neutral and would have a number of 
adverse effects on other units of local 
government, we cannot endorse it as an 
equitable alternative. 

To develop the school finance plans 
described in this chapter, the research 
staff investigated various methods which 
would eliminate the effects of local 
wealth on a child's education and also 
meet the other criteria discussed in 
chapter 2. There are three basic ways of 
accomplishing these objectives. 

The most radical solution is to 
abolish public schools and provide each 
child with an educational voucher.* The 
family rather than the state or local 
school district would then become the 
major decision maker in planning a 
child's education. Another possible solu* 
tion is for the state to assume all or 
most of the financial burden for 
schools." Both of these approaches 
would require substantial increases in 
state support for schools. Since that is 
unlikely in Oregon, and since the voters 
rejected the full state assumption pro- 
posal of Governor McCall and the 1973 
legislature, these two approaches were 
ruled out. 

The third way to eliminate the 
effects of local wealth is to equalize the 
fiscal ability of school districts to sup- 
port education.*^ Choosing an educa- 
tional program still would be the pre- 
rogative of the school board and voters 
of each local school district. Equalizing 
the fiscal ability of school districts, 
however, would insure that local choices 
reflect differences of educational taste 
rather than the advantages of wealth. 

The^most direct way to equalize the 




fiscal ability of school districts is to 
redraw district boundaries so that 
wealth (measured by whatev3r measure 
IS selected) is equally distributed among 
the reconstituted school districts.** A 
great deal of consolidation and unifica- 
tion of school districts has taken place 
in Oregon since the early part of the 
century. The number of districts has 
declined from a high of 2556 in 1919 to 
339 today. Further unification could 
also greatly reduce the wealth variation 
among districts, particularly since the 
greatest disparity exists between very 
small elementary districts. 

Nevertheless, it is probably unrealis- 
tic from a political standpoint to create 
school districts of equal wealth per 
child. In order to do this, districts 
would have to be quite large. Large 
districts bring many groups with dif* 
fcrent educational preferences together, 
which creates conflict and reduces local 
choice. Furthermore, district boundaries 
would have to be changed frequently, as 
the property wealth of districts changed 
relative to one another. 

The alternative to redlstricting is to 
distribute state resources in such a way 
that districts are able to provide equiva- 
lent amounts of resources per pupil if 
they exert the same tax effort. The 
plans developed by the staff of the 
Oregon School Finance Project which 
are described here are designed to 
accomplish this purpose. 

One problem in developing plans to 
equalize the fiscal ability of school 
districts is choosing appropriate mea* 
sures of district wealth and tax effort to 
use in determining the distribution of 
state equalization aid. The indicators 
most often chosen are property values 
per pupil and property tax rates. ^ Alter* 
native measures are personal income per 
pupil and the proportion of income paid 
in school taxes. For a number of 
reasons, property values and proper*y 
tax rates were selected as the appropri- 
ate measures in Oregon. 

First, about two-thirds of the costs 
of public primary and elementary 
schools in Oregon are currently sup- 
ported by property taxes.'^' Further- 
more, the greatest reason for the dis- 
parity in property wealth among school 



districts IS the loc<itiun of (.omnieicut 
<)iul iiulustNiil proptMty Ui >iJioul (U^ 
incis.^ The only way to gut iit the value 
of that property js through the property 
tax. Secoiid, property is assessed at 100 
uercent of true cash value in Oregon, 
and assessments are kept close to 
market value by stale super^<ised sales 
ratio surveys. Third, there is increasing 
evidence that the correlation between 
income and property wealth is higher 
than once thought.^ 

Finally and most important, there is 
no way in Oregon to obtain accurate 
and current income data by school 
districts. The income data from the 
1970 census which was disaggregated to 
school districts is considered highly sus 
peel by school finance experts and 
legislators alike. Furthermore, with in- 
flaiion the census data are soon out of 
date. State income tax re .urns do not 
now permit either the identification of 
school districts or household income. 
These data may be available m the 
future, in which case they should be 
carefully studied as possible measures 
for state*wide equalization. 

Another problem with school finance 
equalization formulas is m keeping the 
formula current in the face of changes 
m the costs of education and in local 
fiscal ability. The effects of these two 
factors are similar but for different 
reasons. 

Expenditures per student are increas 
ing and ihuy will probably continue to 
do so for two reasons, general inflation, 
and increases tn relative productivity of 
the private sector of the economy. The 
first of these reasons is self explanatory; 
the second reason requires some explan 
anon. In the economy as a whole, 
productivity (output per person, or per 
man hour) continues to increase. Since 
labor tends to be paid in proportion to 
.s productivity, the real wages (infia 
tion aside) of the labor force in the 
private sector tend to increase over 
time. 

In the public sector, which largely 
produces services instead of products, 
increases m productivity are much 
harder to come by. This is because the 
■^•'«'C sector is labor intensive, and the 
rif/^ases m productivity in the private 



sector have been mainly in capital 
intensive industries. However, the public 
sector cannot leave real wages the same 
(reflecting no increase in productivity) 
while real wages are increasing in the 
private sector, unless it wishes to lose 
skilled labor to the private secloi. 

As a consequence, the public sector 
lends to raise the real wages of its 
employees by roughly the same percent- 
age as they are raised in the private 
sector. Since there has been no increase 
in productivity, the net result is an 
increase m the cost per unit of output. 
In public education, this is reflected in 
an increase in the real cost of educating 
each student. 

Most state school finance formulas 
are designed in such a way that the total 
cost to the state treasury is limited. To 
do otherw.se would allow the possibility 
of a raid on the state tieasury through 
the independent actions of local dis- 
tricts. In the case of a foundation 
formula, the limitation is built in by 
stipulating the amount of the founda- 
tion guarantee and the required local 
tax rate. For local guaranteed yield 
plans the open-ended nature of the state 
commitment is foreclosed by a maxi 
mum limit on the amount per student 
that will be contributed by the state. As 
average expenditures per student begin 
to significantly exceed the foundation 
guarantee or the maximum reimburse- 
ment limit, the percentage of state aid 
decreases with a consequpnt increase in 
the percentage from local sources. Since 
the amount contributed by local sources 
above the guarantee is unequalized, the 
result is less equalization. 

While there has been a general in 
crease in local fiscal ability (expressed as 
assessed value per student) m the past, it 
has not been as persistent a problem as 
increases in expenditures per student, 
and has not been given the same atten- 
tion. However, recent rapid increases in 
assessed valuation have combined with a 
downrurn in number of students to 
create a very Mpid increase in assessed 
valuation per student. The result of this 
is similar to the situation above, the 
percentage of state money decreases and 
the percentage of local money increases. 
It IS difficult to tell which of ^lh£>two 
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causes -increase in expenditures per 
student or increase in local fiscal ability 
-IS causing the most difficulty at pre- 
sent, but both are a seriouu cause of 
obsolescence in state aid formulas. 

Slates have dealt with these two 
problems in a variety of ways in the 
past. The most frequent approach is to 
legislate a formula which implicitly 
assumes that expenditures and fiscal 
abilities will not change, and then do 
nothing until the political pressure gets 
so great that it is necessary to do 
something. At this point, the usual 
response is to increase the foundation 
guarantee (in a foundation formula 
plan) or the maximum guarantee (in a 
local guaranteed yield plan). Alterna- 
tively, the state can temporize by insti- 
tuting various categorical aids. One 
virtue of increasing the guarantee limit 
is that all districts spending more than 
the guai.. "ee (and that is usually most 
of ihem) . ! get more money, which is 
politically palatable. Categorical aids, on 
the other hand, may give nothing or 
only a pittance to many districts. But 
they can be tailored to aid most of the 
districts with the most political clout. 

As another possibility, the state may, 
in a foundation program, increase both 
the foundation guarantee amount and 
the required local effort. This will have 
the effect of helping the poorest dis- 
tricts most. The effect on other districts 
will depend on the changes in guarantee 
and tax rate. But there is no assurance 
that some districts will not get less 
money, so it is usually necessary to 
institute save-h armless guarantees.*^ 

Yet another possibility is to design a 
formula that will change with the chang- 
ing times, so that it will be unnecessary 
to make changes legislatively every year 
or two. The present Oregon formula 
which was described in chapter 3 repre 
sents a rather sophisticated attempt to 
do this. In Oregon, the foundation 
guarantee is kept "up to date" by 
allowing it to increase as educational 
expenditures rise. The amount of state 
aid IS independently determined by the 
legislature each biennium. It is easy to 
see that the determination of the 
amount of money to be distributed 
through the BSSF program is indepen- 



dent of the foundation guarantee so 
long as the required local tax rate is not 
fixed. If the amount allocated by the 
legislature is high, the amount to be 
distributed for equalization will also be 
high. The required local tax rate will 
then be set low, and the equalization aid 
will be distributed to a lot of districts. If 
the anfiount appropriated by the legisla- 
ture is low, the required local tax rate 
will be set high, and relatively few 
districts will get equalization aid. 

To say that this method of keeping 
the formula up to date is sophisticated, 
though, is not to say that it is equitable. 
One inequity is that the present adjust- 
ment formula requires that the founda- 
tion guarantee be 15 percent less than 
the average expenditure of unified 
school districts in the state. This guaran- 
tees that fewer than 50 percent of the 
students in the state will live in districts 
that receive equalization aid. A second 
stipulation that requires 80 percent of 
the BSSF (exclusive of transportation 
aid) to go into flat grants is also clearly 
disequalizing.^^ 

We will now discuss four alternative 
school finance plans designed to 
equalize the fiscal ability of school 
districts and thus provide a more equal 
educational opportunity for each child 
in Oregon. In each plan, local property 
wealth per pupil and local tax rates are 
used as the indicators of local fiscal 
ability and local tax effort. 
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The four plans presented in this 
chapter differ in the extent to which 
they emphasize different values. The 
foundation phase-in plan emphasizes 
continuity with the present system and 
a gradual equalization of district 
expenditures; the local guaranteed yield 
plan places more emphasis on the value 
of local choice; the total tax effort 
equalization plan focuses on the need to 
equalize the total local tax burden in 
school districts; and the available wealth 
equalization plan emphasizes the ratio 
of school taxes to noneducational taxes. 
All four of the plans are reasonable 
ways of reforming Oregon's school 
finance system, although they diverge to 
varying degrees from a strict interpreta- 
tion of the fiscal equity standard. 

Each plan will be described in general 
terms, then the impact of each plan will 
be shown for a sample of 38 Oregon 
school districts. The first table accom- 
panying each plan indicates the deci^ 
sions which went into the plan. (A 
complete description of each decision 
and the computer simulation is con- 
tained in chapter 7.) The other tables 
provide information on the results of 
the plan. The column entries for the 
tables are defined below. 
DEFINITIONS OF TABLE ENTRIES 

1. Present Year Adj TCV Per ADMW 
The total value of taxable property in a 
district divided by the number of 
weighted resident pupils. 

2. Weighted ADM Simulated 

The number of pupils in grades K--8 
plus 1.3 times the number of pupils in 
grades 9-12, and an adjustment for 
enrollment decline. 

3. Tot Oper Tax Rate Sim 

The school tax rate used in the simula- 
tion. It is the combined local tax rate 
needed to maintain 1973-74 total non- 
federal receipts under the proposed plan. 

4. Oper Tax Rate DIf 

The difference between the simulated 
rate and the actual 1973-74 operating 
rate. 

5. Total State Rcpt Sim Per ADMW 

The sum of state receipts from equaliza- 
tion aid, special grants, transportation, 
cost of living adjustment, less any reduc- 
tions resulting from the 15 percent 
expenditure increase limitation. 



6. Tot Receipts Simulated Per ADMW 
Tins includes all fodeial. stale, niter' 
mediate, and local receipts. 

7. Found Equal Rcpts (or State LGY 
Equal iz) Sim Per ADMW 

The timount of equalization money pro 
vided by the state to bnng a district up 
to the state guarantee. 

8. Instr Categ Rcpt Sim Per ADMW 
The amount of categorical money pro 
vided by the state on a weighted per 
student basis. 

9. Transport Rcpt Sim Per ADMW 

The amount of transportation money a 
district receives from the state per pupil 
for reimbursement of approved costs. 

10. Tot Intermed Receipts Sim Per 
ADMW 

The sum of regional equalization grants 
and I ED and County School Fund 
receipts. 

11. Total Local Receipts Sim Per ADMW 
The amount raised locally per pupii 
from the local schools tax rate. 

12. Total State Rcpt Diff 

The change in total state receipts from 
1973 74 resulting from the plan. 

13. U, UH, E (types of districts) 

U = Unified; UH = Union High School; 
E = Elementary. 

All the data in the tables are for the 
year 1973 74, the last year for which 
current data is available. The impact of 
the various plans can be seen best by 
observing the change m the operating 
tax rate. The printouts show the local 
tax rate needed to maintain the level of 
spendable receipts per pupil under the 
current system. Therefore,, if state re- 
ceipts go down under the plan, the local 
operating tax will go up and the change 
Will be positive. If state receipts go up 
undtr the plan, the local operating tax 
rate needed to maintain the same pro 
gram goes down and the operating tax 
rate difference will be negative. It is also 
possible to show the effects of each plan 
assuming districts maintained the same 
tax rate, rather than same expenditures, 
or to show the effects assuming districts 
adjusted both their tax rates and expen 
ditures. Finally, by using projections of 
student enrollment and district true 
cash value, it is possible to show the 
e^^^nts of each plan on every district for 
1 1/^" of the next five years. 



Foundation Phase^ln Plan 

The first plan is called the founda- 
tion phase in plan. It has been designed 
to eliminate the major weaknesses of 
the state's current foundation program 
but Without changing the form of tiie 
system piesently in use. As we will see, 
however, the steps needed to make the 
foundation approach a true equalization 
program change the very nature of the 
foundation approach. 

Before describing the remedy,, let us 
review the problems of the present 
foundation program which need to be 
corrected. In 1973-74 the state's 
foundation level was S682.23, well 
below the average per-pupil expenditure 
for the state of 31,058. At the 
participation rate of 310.76, the state 
guaranteed per-pupil expenditures of 
3682.23. Above that level, distncts were 
free to tax their own property to 
increase their educational offering. In 
1973-74, about 75 percent of state 
resources were distributed in flat grants, 
18.7 percent in equalization aid, and the 
remaining 6.3 percent in categorical 
grants. 

As pointed out in chapter 3, the 
major problem with the current system 
IS that It fails to equalize the ability of 
school districts to raise money for 
schools. Above the foundation level 
{every district in the state raises more 
than 3682.23 per pupil),, property nch 
districts can turn out a better offering at 
every level of local effort than property 
poor districts. Furthermore, districts 
that can raise more than 3475.92 (the 
foundation level 3682.23 minus the flat 
grant 3206.31) at the participation rate 
of 310.76 can exploit their wealth even 
within the foundation program. In other 
words, what is produced by a district is 
related to the wealth of all distncts with 
greater than 544,230 of true cash value 
per pupil (which is less than the average 
TCV per pupil in the state). This vio- 
lates the pnnciple of fiscal neutrality 
that the quality of a child's education 
should not be determined by district 
wealth,, but only the wealth of the state 
as a whole. 

A second problem with the current 
system is that it gives more local control 



to nch districts than to poor districts. 
Since property-rich districts can raise 
substantially more from each tax in- 
crease above 310.76, they have greater 
choice of educational offerings. 
Property -poor distncts tend lo have 
more uniform educational exp- iditures 
because of the greater dif ^^ulty of 
raising funds above the mi .imal level. 
Educational programs in poor districts 
are more uniform also,, because these 
districts have less money for experimen- 
tation and diversity.' ' Under the pre- 
sent system, local control is a privilege 
for rich distncts and an empty slogan 
for the poor. 

Finally,, the present system fails to 
provide adequate funds to finance the 
extra costs of children with special 
educational needs. In 1973-74 only S8 
million was allocated for categorical 
programs, even though estimated excess 
costs in special education alone are 
316 million annually.' ^ To provide true 
equity,, the extra costs of special educa- 
tion, compensatory education and 
occupational education programs should 
also be included in a state school 
finance program. 

The foundation phase-in program is 
designed to provide greater equalization 
by dealing with each of these problems. 
It does this by eliminating flat grants 
entirely and using those funds to in- 
crease the foundation level. In order to 
insure that property-rich districts parti- 
cipate in the equalization program at 
least up to the foundation level, a tax 
rate of 312 per $1,000 of true cash 
value would be required of all school 
distncts in {he state. If a district raised 
less than the foundation level with a 
312 local tax rate,, the difference would 
be made up with foundation equaliza- 
tion funds. If a district raised more than 
the foundation with a 312 local tax 
rate, the amount above the foundation 
would be returned to the state for 
redistribution. 

Above the foundation level, a district 
would be free to use its local wealth to 
improve the quality of its educational 
offering. To limit the range of school 
expenditures, however,, there would be a 
limit on how much a district could tax 
Itself for schools. The permissible addi- 
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tional tax would be limited initially to 

50 percent of the required local tax rate 
and then would be reduced gradually. 

Figure 4-1 illustrates how a founda- 
tion program with this recapture pro- 
vision would operate. The foundation 
level is set at $845 per pupil at a 
minimum tax rate of Si 2 per Si ,000 
TCV, with a maximum tax rate of Si 8. 
At the minimum Si 2 local tax rate, a 
district with 840,000 of true cash value 
per pupil would raise S480 from local 
tax and receive the difference between 
the foundation level of S845 and 8480, 
or S365 in foundation equalization 
from the state. If the same district chose 
to increase its tax rate to the maximum 
01 Si 8, it would raise an additional 
S240 from local sources for a total of 
Sl,085 per pupil. Another district with 
8100,000 of TCV per pupil would raise 
Si ,200 per pupil at the minimum rate 
of Si 2. It would be required to return 
to the state 8355 and would receive no 
state equalization money. If it chose to 
increase its tax rate to the maximum of 

51 8, the property-rich district would 
raise an additional 8600 per pupil, for a 
total of 81,445 per pupil. 

Under this proposal property-rich 
districts would still be able to spend 
more than property-poor districts. To 
reduce this advantage, the foundation 
level should be increased as fast as state 
resources permit to a level that will 
provide every child in Oregon with an 
adequate education. For 1973-74 this 
would be at least 81,058 (which is the 
average expenditure) and probably 
somewhat higher. Unfortunately, 
adopting that foundation level immedi- 
ately would cost the state more money 
than It has available for school support. 

It may be possible to do this over a 
period of time,, however. In California 
the court gave the legislature six years 
to equalize educational expenditures.' ^ 
If some phase-in period was legally and 
politically acceptable, then the advan- 
tages of growing property values, in- 
creased state income tax receipts, and 
slowly declining school enrollment 
could be used to gradually increase the 
foundation level. At the same time the 
Q"'imum permissible tax could be 
ced. This would gradually reduce 
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expenditure variations among districts 
throughout the state. 

The plan proposed here is to elimi- 
nate flat grants and increase the founda- 
tion as rapidly as possible for the next 
five years, or until it reaches a level high 
enough to guarantee an adequate educa- 
tion. Once that level is achieved, the 
foundation level will be kept up to date 
as it is currently. The required tax rate 
may be either specified or calculated. It 
would not make much difference, as 
long as the foundation level is high 
enough and there is a recapture provi- 
sion up to the foundation level. 

The effect of this program on 38 
sample school districts in 1973-74 is 
shown in tables 4-1 through 4-3. The 
totals or nr.eans and statistical sum- 
maries are for the state as a whole. 

Under this plan, districts would re- 
ceive 100 percent of the special educa- 
tion grants they received in 1973-74, as 
well as compensatory education grants 
scaled according to the concentration of 
children from welfare families and 
reimbursement for 75 percent of their 
approved 1973-74 t'-ansportation costs. 
The I ED equalization levy would be 
eliminate^. The basic decisk)f^ on 
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which the plan is based are summarized 
in table 4-1 . Table 4-2 shows the results 
of the plan, and table 4-3 gives a more 
detailed breakdown of district receipts. 

The foundation phase-in plan has 
several advantages when compared to 
the other p'.ns in this chapter. The 
most important advantage is that it 
allows the state to determine exactly 
the level of state expenditures. Under 
the local guaranteed yield plans the 
state can only estimate total costs, since 
the decisions of local districts affect the 
amount required from the state. An- 
other advantage is that this plan would 
substantially increase the equity of the 
present system without changing the 
form of the current finance formula.. 

The plan has some draw-backs, how- 
ever. First, because of the considerable 
cost of increasing the foundation levei, 
it would take some time to eliminate 
the effects of local wealth on the 
quality of a child's education. Second, 
both the recapture provision and the 
maximum tax rate provision would 
probably require changes in the state 
constitution. Third, the foundation 
phase-in program substitutes state 
choice for local choice. In order to 



reduce the advantages of local wealth, 
the state would over time equalize both 
tax effort and school expenditures. This 
would reduce the diversity of educa- 
tional programs and the kind of experi- 
mentation that would probably be 
possible under the local guaranteed 
yield plans. 



table 4-1 

FOUNDATION PHASE-IN PLAN: DECISIONS 



D100 Year to be Simulated 

D101 Kindergarten Cost Factor 

D102 Grades 1 -8 Cost Factor 

□ 103 Grades 9-12 Cost Factor 

□116 Comp Ed Cost Factor (1st 5% of A^M) 

□117 Comp Ed Cost Factor (5%-10%of A^M) 

□118 Comp Ed Cost Factor (Over 10% of A^M) 

□120 Necessary Small School Cost Factor 

□200 Flat Grant Program 

□202 Amount of Flat Grant (S/A^MW) 

□210 Foundation Program 

□212 Amount of Foundation (S/A^MW) 

□215 Fndn Reqd Local Effort (S/IOOO) 

□220 Local Guaranteed Yield (LGY) 

□222 LGY Required Local Effort (S/IOOO) 

□225 LGY Amt at Reqd Local Effort (S/A^MW) 

□228 LGY Lower Line Rate (S/MILL/A^MW) 

□231 LGY Upper Line Rate (S/MILL/A^MW) 

□234 LGY Kink Pomt Tax Rate (S/1000) 

□237 LGY Max Allowed Tax Rate (S/1000) 

□238 □ist Allowed to Tax Above LGY Max Rate 

□240 □tstrict Tax Rate 

□241 Elementary Specified Tax Rate (S/1000) 

□242 High School Specified Tax Rate (S/lOOO) 

□243 Unified Specified Tax Rate ($/1000) 

□244 % of 73-74 Unrestr Rcpt to be Maintained 

□245 Tax Rate Limit 

□247 Amt Raised by EQ □ists (S/A^MW) 

□250 Amt Raised by lE^ Equalizing (S/A^MW) 

□251 lE^ Equalizing Tax Rate 

□252 lE^ Eq Rate if Specified ($/SlOOO) 

□301 Grant for Kindergarten (S/Student) 

□303 Grant for Special Students (% of 73-74) 

□316 Grant for Comp Ed (1st 5% of A^M) 

□317 Grant for Comp Ed (5%-10% of A^M) 

□318 Grant for Comp Ed (Over 10% of AOM) 

□320 Grant for Necessary Small Schools ($/Student) 

□330 Transportation Present Allotment 

□331 Transportation Percent of Reimb Costs 

□338 □ebt Service Percent of Present Expend 

□340 Basis for □istrict Type Adjustment 

D345 TCV Year used in Equalization Programs 

□350 Non-Residential TCV Locally Taxable 

□351 Non-Residential TCV Taxable by lE^ 

□360 State Recapture Allowed 

□361 □istricts Held Harmless 

□362 Cost of Livmg Adjustment 

□363 Max % Increase in Tot Rcpts over 73-74 

□364 Use Cherry factor for Portland 

□400 □istricts Printed 

□401 Print Order 



1 973-74 
0.50 
1.00 
1.30 
0.0 
0.0 
0.0 
0.0 

No 
0.0 
Yes 
845.00 
12.00 

No 
0.0 
0.0 
0.0 
0.0 
0.0 
0.0 

No 

Mnt Rcpt 
0.0 
0.0 
0.0 
100.00 
18.00 
0.0 
0.0 
Specif 
0.0 
0.0 
100.00 
200.00 
400.00 
600.00 
0.0 

No 
75.00 
0.0 
Present 
Previous 
Yes 
Yes 
Yes 
No 
No 

Not Used 
No 
Sample 
County 
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table 4-2 

FOUNDATION PHASE-IN PLAN: RESULTS 





Present Year 


Weighted ADM 




Adj TCV 


Simulated 


Sample Districts 


Per ADMW 




Plush No. 18-U 


482994.41 


8.05 


Olex No. 11-U 


183985.90 


39.22 


McKenzie No. 68-U 


171386.42 


481.05 


Sherman UH No. 1 -UH 


108781.04 


231.40 


Central Linn No. 552-U 


92260.55 


1085.50 


Harper No. 66-U 


69795.57 


110.50 


Portland No. IJ-U 


67790.33 


70290.56 


Reedsport No. 105-U 


67098.49 


1691.90 


Bend No. 1-U 


51026.99 


6052.00 


Parkrose No. 3-U 


50635.40 


5745.77 


Klamath Falls No. 1~E 


47821.37 


2125.00 


Beaverton No. 48J-U 


47375.79 


21896.59 


Corvallis No. 509J-U 


45176.89 


8G98.09 


Eugene No. 4J-U 


44446.17 


22260.29 


Lake Oswego No. 7J-U 


43765.06 


7066.59 


Salem No. 24J-U 


43066.86 


24494.19 


Hood River No. 1-U 


42828.28 


3465.07 


Burns UH No. 2-UH 


42114.67 


653.90 


Medford No, 549-U 


41992.99 


10882.59 


Oregon City No. 62-U 


41538.87 


6538.50 


Pendleton No. 16R-U 


41392.41 


4006.92 


Coos Bay No. 9-U 


40373.96 


6584.40 


Springfield No. 19-U 


39700.19 


10889.84 


Astoria No. 1-U 


39190.44 


2220.00 


Ashland No. 5-U 


38423.11 


3235.00 


Falls City No. 57-U 


38109,75 


218.00 


Baker No. 5J-U 


37152.90 


3086.30 


North Bend No. 13-U 


36728.62 


3751.30 


Redmond No. 2J-U 


36175.75 


3380.60 


Gresham No. 4— E 


35476.60 


3400.00 


Ninety-One No. 91 -E 


32226.50 


400.00 


Creswell No. 40-U 


30679.12 


1092.40 


Hermiston No. 3-U 


26479.96 


2790,80 


ScloNo. 95C-U 


25369.02 


923.10 


Reedville No. 29-E 


24810.24 


875.00 


South Umpqua No. 19 -U 


24564.82 


2554.00 


Oak Grove No. 4-E 


23904.33 


200.00 


Cascade UH No. 5-UH 


23627.67 


1330.00 


ALL DISTRICTS 






High 


537760.75 


70290.50 


90th %ti!e 


132135.50 


3400.00 


80th %tile 


88677.50 


1691.90 


Median 


43991.03 


335.00 


20th %tile 


32054.02 


81.40 


10th%tile 


27907.15 


38.40 


Low 


16119.33 


4.92 


Total or Mean 


47621.84 


516233.45 



per Tax 


Oper Tax 


Total State 


Tot Receipts 


ate Sim 


Rate Dif 


Rcpt Sim 


Simulated 






Per ADMW 


Per ADMW 


13.09 


8.07 


-4291.27 


2825.83 


18.00 


6.36 


-1328.82 


1 776.04 


13.95 


-1.00 


-508.72 


1973.45 


7.20 


1.97 


-220.33 


1 743.69 


16.06 


1.97 


-185.60 


1418.07 


16.28 


-0.63 


105.65 


1274.17 


13.47 


-0.18 


246.87 


1318.53 


13.51 


1.02 


115.25 


1244.10 


12.87 


-2.15 


355.11 


1200.27 


13.43 


-1.49 


388.41 


1 160 80 


7.36 


-1.23 


358.35 


1273.79 


16.48 


-2.46 


366.29 


1273.49 


18.00 


-2.62 


416.72 


1475.35 


15.92 


-3.27 


416.48 


1270.36 


14.28 


-2.92 


308.53 


1368 60 


13.13 


-3.79 


420.14 


1232.47 


15.64 


-2.53 


371.93 


1416.46 


7.20 


0.30 


348.16 


1268 85 


13.27 


-1.99 


408.71 


1056.64 


12.65 


-1.53 


497.69 


1125.53 


14.96 


-3.49 


399.77 


1103.48 


15.61 


-3.61 


482.20 


1207.03 


15.60 


-2.86 


458.69 


1232.33 


14.68 


1.72 


446.89 


1438.43 


13.51 


-2.92 


454.19 


1138.14 


12.98 


-1.15 


673.37 


1539 29 


12.94 


2.17 


436.96 


1178.42 


14.79 


-3.43 


535.11 


1226.76 


14.82 


-3.10 


501.09 


1246.63 


10.48 


-0.72 


533.89 


1283.21 


7.63 


0.85 


611.96 


1231.75 


13.1 1 


-1.61 


605.09 


1194.17 


17.36 


0.80 


582.83 


1167.14 


12.71 


2.92 


619.69 


1089 65 


5.88 


-1.90 


639.91 


1107.45 


12.74 


4.16 


616.77 


1253.28 


8.10 


-1.05 


539.86 


1074.52 


9.86 


0.57 


641.69 


1255.75 


18.00 


11.40 


799.35 


5028 97 


17.06 


4.14 


616.77 


1881.09 


15.57 


2.30 


555.16 


1594.83 


12.74 


-0.33 


398.53 


1268.85 


7.69 


-2.15 


-64.62 


1116.11 


6.75 


-3.08 


-469.30 


1066.53 


4.91 


-9.16 


-6860.00 


888.55 






393.20 


1270.12 
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table 4-3 



FOUNDATION PHASE-IN PLAN: RECEIPTS 





Found Equal 


instr Uateg 


Transport 


Tot Intermed 


lOiai LOCdl 


1 Oiai Oldie 




ncpts oiin 


Rcpt Sim 


ncpt oiin 


neceipis oim 


neceipxs dim 




Sample Districts 


Per AuMW 


rer AUiViW 


rer Auiviw 


Dor ADMIAf 

rer MUlViw 


rer ml/ivivv 




Plush No. 18— U 


— 4o/o.<io 


A A 

u.u 


QO QC 

00.0b 


1 97 7R 

1 0 /. /o 


CQ7Q OA 

oy /y.04 


_9R7Q9 Rn 
—00 /^O.OU 


Olex No. 1 1 -U 


1 coo 0 1 


A A 

U.U 


ORA QK 


9R K9 


OA 70 OA 
OU /0.04 


— RP449 R9 


McKenzie No. 68-U 


—682.18 


CO CA 

00.54 


1 AC CA 

lUb.bU 


CQ 0~J 
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537.85 


61.27 
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80th %tile 
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Median 


336.80 
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Local Cuaranteed Yield P\m 

The second plon is called ihe local 
guaranteed yield plan. Under this p'an 
the state guarantees that distr^ts whicii 
make the same school tax effort receive 
the same number of dollars per pup.;. If 
a school district does not raise the 
guaranteed amount from its local school 
tax, the state makes up the difference. 

This plan, frequently referred to as a 
district power equalizing, has the advan- 
tage of providing equalization and local 
control of educational decisions at the 
same time.*** One disadvantage is that 
the state does not know exactly how 
much state support for schools will cost 
in any year. 

Under a local guaranteed yield pro- 
gram, the state would establish a sched- 
ule showing the level of school tax 
effort required of school districts to be 
guaranteed various levels of receipts per 
pupil. The district would then select the 
level of receipts it desired and the 
corresponding tax rate, as indicated by 
the state local guaranteed yield (LGY) 
schedule. If this tax rate generates less 
local revenue per student than the state 
guarantee, the state would make up the 
difference. It is also possible to require 
that school districts which raise more 
than the guaranteed amount at the 
specified tax rate turn back the surplus 
to the state for redistribution to poorer 
districts.* ^ 

In establishing the LGY schedule,, the 
state would have to consider what is an 
adequate program and how much 
money it has available for school sup- 
port. The more money available, the 
more it can guarantee at 3ach tax rate. 
With a recapture provision, however, 
equalization can be obtained at almost 
any level of state support. 

There are several other choices avail- 
able to the state. The state may want to 
set a minimum expenditure level and 
corresponding minimum tax rate to 
insure thdt every child gets an adequate 
education. In order to protect the state 
treasury,, it might also be desirable to 
establish a maximum tax rate and ex 
penditure level. Districts can also be 
^"•oujaged to increase spending up to a 
l/^it and discouraged from spending 



beyond that point by the way the local 
guaranteed yield schedule is con- 
structed.'^* For example, the schedule 
may be proportional, so that a district 
which taxes itself at twice the rate of 
another district is guaranteed twice the 
level of expenditure. Alternatively, the 
returns for greater tax effort might vary 
throughout the schedule, so that low- 
spending districts are encouraged to 
spend more and high-spending districts 
are discouraged from oveispending. 

if state planners want districts to 
spend roughly the same amount for 
each child's education, a kink can be 
put in the schedule which will encour- 
age districts to spend at or near the kink 
point. The schedule proposed here has 
such a kink, so that districts receive 
proportionately more from a local tax 
rate between $10 and $16 than from a 
tax rate between $16 and $22. 

To better demonstrate how the local 
guaranteed yield plan would work in 
Oregon, we have designed a plan for 
1973-74 which equalizes the fiscal 
ability of districts and requires approxi- 
mately the same proportion of state aid 
as the current system. The results of this 
plan have been simulated for all 339 
school districts in the state. Results for 
38 sample school districts are presented 
in tables 44 through 4-6. 

The LGY schedule illustrated here 
requires minimum receipts of $760 per 
student.' ^ In order to participate in the 
program, a school district must levy a 
school property tax of $10 per $1,000 
of true cash value. A district may 
increase its revenue per ADMW by $40 
for each $1 increase in its tax rate, up to 
a maximum of $1,000 per ADMW or a 
tax rate of SI 6. From that point, the 
district may further increai^e per pupil 
receipts by $25 for each added tax 
dollar up to $22 or a maximum of 
$1,150 per ADMW. These receipts and 
tax rate conditions are summarized m 
figures 4-2a and 4-2b. 

Under a I a! guaranteed yield plan 
such as this,, if a district taxes itself at a 
rate between $10 and 322 but does not 
have enough taxable property wealth to 
produce the guarar>teed amount, the 
state makes up the difference. Districts 
can also tax themstl 'es above the 322 

40. 49 



figure 4-2a 

LOCAL GUARANTEED YIELD 
SCHEDULE 



Tax rate 


Receipts 


($ per $1,000 TCV) 


Per ADMW 


$10.00 


$ 760 


11.00 


800 


12.00 


840 


13.00 


880 


14.00 


920 


15.00 


960 


16.00 


1,000 


17.C 


1,025 


18.00 


1,050 


19.00 


1,075 


20.00 


1,100 


21.00 


1,125 


22.00 


1,150 



figure 4 -2b 

LOCAL GUARANTEED YIELD 
SCHEDULE 



Receipts 
Per ADMW 




$10 16 22 
Local School Property Tax Rate 
(per $1 ,000 TCV) 



maximum guarantee level but there is 
no equalization above this point. There 
is no recapture, so the state does not 
take any revenue from a district which 
raises more revenue than is guaranteed 
at a given tax rate. Figure 4-3 shows the 
relationship between equalization and 
local support of this plan. 

At a school tax rate of $10, a district 
with $40,000 of true cash value per 
pupil would raise $400 from local 
school tax and receive the difference 
between the $760 minimum guarantee 
and $400, or $360, in LGY equaliza- 
tion. If the same district chose to 
increase its local taxes to $20, it would 
raise $800 locally and receive $300 in 



figure 4*3 

PER PUPIL RECEIPTS/ 

LOCAL GUARANTEED YIELD PLAN 



Receipts 
Per ADMW 
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•••«. local receipts at SlO 
total receipts at $10 
/// equalization at $10 
• ••• local receipts at $20 
total receipts at $20 
\\\ equalization at $20 



$20,000 40.000 



60.000 80,000 1 00.000 1 20.000 
True Cash Value Per ADMW 



140.000 160,000 



This plan equalizes receipts up to $76,000 per ADMW at a $10 tax rate, 
and up to $55,000 at a $20 tax rate. 



LGY equalization. A district with 
8100,000 of TCV per pupil would raise 
$1,000 at $10 and receive no state 
equalization aid. Since there is no recap- 
ture provision m this plan (although 
there could be), this district would be 
able to spend $240 more at a tax rate of 
$10 than districts with a TCV per pupil 
of up to $76,000 (the cut-off point for 
equalization at $10). If the same district 
taxed Itself at $20 per $1,000 TCV, it 
would raise $2,000 pff student, well 
above the $1 ,1 00 guaranteed by the state. 

Under this plan wealthy districts 
would still be able to spend more than 
poor districts. The level to which »t 
would equalize expendituies is consider 
ably higher than under the present 
system, however. In 1973 74 under the 
current system, districts with more than 
$44,230 TCV per student could raise 
more for each dollar of tax than poorer 
districts. Under the local guaranteed 
yield plan jUSt described, only districts 
with more than $76,000 TCV per pupil 
would enjoy this advantage. 
Q^' ire are three realistic ways of 
'ing for recapture to make the SlO 



expenditure line horizontal for all levels 
of district wealth. One method is to 
have statewide recapture, so that all 
districts raising more than the guaran- 
teed amount would return the excess to 
the state. The state presumably would 
redistribute the recaptured money to 
poor districts. A second method is to 
provide recapture at the regional level; a 
proposal for doing that is outlined later 
in this chapter. A third procedure (cur 
rently used in Oregon) is the inter- 
mediate education district equalization 
levy,, which was described in chapter 3. 
Essentially, if the voters within the lED 
approve, an amount equal to one-half 
the operating levies of each school 
district IS collected at the county level 
and redistributed to the school districts 
on a per pupil bjsis. This approach 
raises money whore the property is and 
sends it wheie the children are. 

To show how the local guaranteed 
yield program would affect school dis- 
tricts in Oregon, data for 38 sample 
school districts in 1973 74 are presented 
in tables 4-4 through 4-6. This plan, like 
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the foundation phase in plan, 
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signed so the state will provide, on the 
average, 32.6% of the total non-federal 
receipts of local school districts. Special 
education, compensatory education, 
and transportation are treated the same 
as in the foundation plan. Table 4>4 
summarizes the decisions on which the 
analysis is based. Table 4-5 shows the 
results of the plan, and table 4-6 gives a 
more detailed breakdown of district 
receipts. 

To keep the LGY schedule up to 
date, the minimum guarantee and incre- 
mental increases for additional tax 
effort would have to be increased 
annually in proportion to the increase in 
educational costs. An analysis based on 
that assumption allows us to show the 
predicted results for each plan described 
in this chapter over the next five years. 

The local guaranteed yield plan has 
the advantage of equalizing the fiscal 
ability of school districts without dis- 
turbing the control of school boards 
over educational decisions.*^ District 
lines need not be redrawn, nor is the 
ultimate power over the quality of 
education taken away from the local 
school district. The plan simply equal- 
izes the tax price different districts must 
pay to obtain the same education pro- 
gram per pupil. 

The local guaranteed yield plan has 
several problems, r.owever.^^ One major 
problem is choosing an appropriate 
measure of district fiscal ability and 
effort from which the state can calcu- 
late its equalization aid. In the plan 
illustrated here, local property wealth 
per pupil and school tax rate have been 
used as the indicators of ability and 
effort. Some analysts believe this dis- 
criminates against urban school systems 
which must support a larger number of 
noneducational programs with the same 
wealth base.^ ' The next two plans 
attempt to deal with that complaint. 

Another problem with the local 
guaranteed yield plan is that it may 
encourage very wealthy districts to 
withdraw from the public school system 
or operate their public school system at 
a minimal level while sending most of 
their children to private schools. This 
does not seem likely in Oregon, where 
there is little history of private primary 



and secondary education. Nevcrthciess. 


table 44 




if a district now raises 81,500 per pdpii 


LOCAL GUARANTEED YIELD PLAN: DECISIONS 




at a S5 tax rate and would be required, 
for example, to tax itself at S20 under 








DlOO 


Year to be Simulated 


1 973-74 


the LGY schedule to maintain the same 


D101 


Kindergarten Cost Factor 


0.50 


services, the district may decide to close 


D102 


Grades 1 -8 Cost Factor 


1.00 


its public schools and operate a private 


D103 


Grades 9«12 Cost Factor 


1.30 


system with tuition<; equivalent to the 


D116 


Comp Ed Cost Factor (1st 5% of AOM) 


0.0 


former 85 tax rate. This would save 


D117 


Comp Ed Cost Factor (5%^10% of AOM) 


0.0 


taxpayers in the district 81 5 per 81,000 


D118 


Comp Ed Cost Factor (Over 10% of AOM) 


0.0 


of TCV. 


D120 


Necessary Small School Cost Factor 


0.0 


Finally, it is not entirely certain that 


D200 


Flat Grant Program 


No 


the LGV plan would fulfill the legal 


D202 


Amount of Flat Grant (S/AOMW) 


0.0 


requirement that the quality of a child's 


D210 


Foundation Program 


No 


education not be determined by local 


D212 


Amount of Foundation (S/AOMW) 


0.0 


wealth.^ ^ Under this plan wealthy dis- 


D215 


Fndn Reqd Local Effort (8/1000) 


0.0 


trict? may continue to provide high 


D220 


Local Guaianteed Yield (LGY) 


Yes 


expenditure programs, even though it 


D222 


LGY Required Local Effort (8/1000) 


10.00 


costs them more to do it. If this 


D225 


LGY Ami at R^\(.\ Local Effort (S/AOMW) 


760.00 


happened, would the system be fiscally 


D228 


LGY Lower Line Rate (S/MILL/AOMW) 


40.00 


neutral? 


D231 


LGY Upper Line Rate (S/MILL/AOMW) 


25.00 


What is certain is that the local 


D234 


LGY Kink Point Tax Rate (8/1000) 


16.00 


guaranteed yield approach comos close 


D237 


LGY Max Allowed Tax Rate (8/1000) 


22.00 


to providing equal ability to support 


D238 


Oist Allowed to Tax Above LGY Max Rate 


Yes 


programs and maintains local control 


D240 


District Tax Rate 


Mnt Rcpt 


without requiring massrve new amounts 


D241 


Elementary Specified Tax Rate (8/1000) 


0.0 


of state money. These goals, at least for 


D242 


High School Specified Tax Rate (S/1000) 


0.0 


the present, seem of equal priority in 


D243 


Unified Specified Fax Rate (S/1000) 


0.0 


Oregon^ 


D244 


% of 73-74 Unrestr Rcpt to be Maintained 


1 00.00 




D245 


Tax Rale Limit 


No 




D247 


Ami Raised by Eq Disis (S/AOMW) 


0.0 




D250 


Ami Raised by lEO Equalizing (S/ADMW) 


0.0 




D251 


lEO Equalizing Tax Rate 


Specif 




D252 


lEO Eq Rate if Specified (8/81000) 


0.0 




D30i 


Grant for Kindergarten (8/Student) 


0.0 




D303 


Grant for Special Students (%of 73-74) 


100.00 




D316 


Grant for Comp Ed (Isi 5% of AOM) 


200.00 




D317 


Grant for Comp Ed (5%-10%of AOM) 


400.00 




D318 


Grant for Comp Ed (Over 1 0% of AOM) 


600.00 




D320 


Grant for Necessary Small Schools (8/Stud) 


0.0 




D330 


Transportation Present Allotment 


No 




D331 


Transportation Percent of Reiml) Costs 


75.00 




D338 


Oebl Service Percent of Present Expend 


0.0 




D340 


Basis for District Type Adjustment 


Present 




D345 


TCV Year Used in Equalization Programs 


Previous 




D350 


Non-Residential TCV Locally Taxable 


Yes 




D351 


Non-Residential TCV Taxable by lED 


Yes 




D360 


State Recapture Allowed 


No 




D361 


Districts Held Harmless 


No 




D362 


Cost of Living Adjustment 


No 




□363 


Max % Increase in Tot Rcpts Over 73-74 


Not Used 




0364 


Use Cherry factor for Portland 


No 




0400 


Districts Printed 


Sample 




0401 


Print Order 


County 
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table 4-5 

LOCAL GUARANTEED YIELD PLAN: RESULTS 





Present Year 


Weighted ADM Tot Oper Tax 


Oper Tax 


1 otai otate 


lot Receipts 




Adj TCV 


Simulated 


Rate Sim 


Rate Dif 


Rcpt Sim 


oimuiaieci 


Sample Districts 


Per ADMW 








rCr ADIvlW 


Her AUivlW 


Plush No. 18-U 


482994.41 


8.05 


4.03 


-0.99 


oe t\c 

86.96 


OOOC OA 


Olex No. 11 


183985.90 


39.22 


9.74 


—1.90 


253.99 


1 oon tiA 
1 ooU.b4 


McKenzie No. 68-U 


171386.42 


481.05 


9.97 


-4.98 


1 TO AG. 

1 /o.4d 


1 mo A a 

1 y/o.4b 


Sherman UH No. 1-UH 


108781.04 


231.40 


6,28 


1.05 


120.91 


1 ooo eo 

1 833.63 


Central Linn No. 552-U 


92260.55 


1085.50 


13.06 


—1.03 


91.32 


141 0.07 


Harper No. 66 -U 


69795.57 


110.50 


16.74 


-0.1 7 


TO OO 

73.83 


1^/4.1 7 


Portland No. 1J-U 


67790.33 


70290.56 


13.87 


0.22 


220. 1 8 


1318.53 


Reedsport No. 105-U 


67098.49 


1691.90 


13.95 


1.46 


85.50 


1 0>l >l 1 1 

1244.1 1 


Bend No. 1-U 


51 026.99 


6052.00 


13.00 


-2.02 


o>i O OT 

348.27 


1 oo/> OT 

1200.27 


Parkrose No. 3-U 


50635.40 


5745.77 


13.55 


—1.37 


382.74 


1 160.80 


Klamath Falls No. 1 -E 


47821.37 


2125.00 


7.10 


—1.49 


oc c ee 

355.66 


1 OCrt f\A 

1250.04 


Boaverton No. 48J-U 


47375.79 


21896.59 


16.84 


-2.10 


349.03 


1273.49 


Corvdihs No. 509J--U 


45176.89 


8098.09 


20.91 


0.29 


0>l i i o 

341 .12 


1 53 1 .29 


Eugene No. 4J— U 


44446.17 


22260.29 


16.02 


—3.1 7 


AAA cn 

41 1 .d9 


1 ot/> oe 

1270.36 


Lake Oswego No. 7J-~U 


43765.06 


7066.59 


14.37 


-2.83 


394.34 


A OCO Cf\ 

13oo.o0 


Salem No. 24 J -U 


43066.86 


24494.19 


13.24 


-3.68 


415.35 


A ooo A T 

1232.47 


Hood River No. 1-U 


42828.28 


3465.07 


15.74 


-2.43 


oe 1 oe 

367.36 


A AA C AC 

1416.46 


Burns UH No. 2-UH 


42114.67 


653.90 


8.59 


1 .69 


292. 1 6 


1 OCO TO 

1359.73 


Medford No. 549- U 


41992.99 


10882.59 


12.5U 


-2.76 


40^.47 


1 < TT no 

10177.98 


Oregon City No. 62-U 


4 1 538.87 


6538.50 


10.76 


—3.42 


All >l O 

477.42 


1 oo ceo 

102o.bo 


Pendleton No. 16R-U 


41392.41 


4006.92 


15.07 


-3,38 


395.38 


1 1 oo A O 

1 103.48 


Coos Bay No. 9-U 


40373.96 


6584.40 


15.52 


-3.70 


485.47 


A oot oo 

1207.03 


Springfield No. 19-U 


39700.19 


10889.84 


15.51 


-2.95 


>ico oo 


1 ooo oo 
1232.33 


Astoria No. 1-U 


39190.44 


2220.00 


14.75 


1.79 


444.23 


1 >l oo A O 

1430.43 


Ashland No. 5-U 


38423.1 1 


3235.00 


13.60 


-2.83 


450.64 


1 1 oo i A 

1 138.14 


Falls City No. 57-U 


38109.75 


218.00 


10.98 


-3.15 


639.14 


1 A OO OA 

1428.84 


Baker No. 5J-U 


37152.90 


3086.30 


10.94 


0.17 


424.07 


1 oo A oo 

1091.22 


North Bend No. 13-U 


36728.62 


3751.30 


14.52 


—3.70 


544.90 


A OOC TC 

1226.76 


Redmond No. 2J-U 


36175.75 


3380.60 


14.40 


-3.52 


516.1 1 


< Oil e CO 

1246.63 


Gresham No. 4 -E 


35476.60 


3400.00 


9.92 


—1.28 


566.72 


1 ooo O-l 

1283.21 


Ninety-One No. 91 -E 


32226.50 


400.00 


6.43 


—0.35 


cto io 

572. 7o 


1 1 oo 1 o 
1 12o.13 


Creswell No. 40-U 


30679.12 


1092.40 


12.72 


—2.00 


CQO TO 


1 1 Tn Qi 
1 1 /U.o 1 


Hermiston No. 8-U 


26479.96 


2790.80 


16.07 


-0.49 


CI T 1 O 

d1 7.13 


1 1 ct a a 
1 ID/. 14 


Scio No. 95C-U 


25369.02 


923.10 


10.71 


0.92 


581.01 


4 ooo O 4 

1000.31 


Reedville No. 29-E 


24810.24 


875.00 


5.16 


-2.62 


f>/^ o oo 

602.28 


1029.89 


South Umpqua No. 19-U 


24564.82 


2554.00 


10.74 


2.16 


571.96 


1 159.33 


Oak Grove No.4-E 


23904.33 


200.00 


7.27 


-1.88 


592.21 


1082.86 


Cascade UH No. 5-UH 


23627.67 


1330.00 


8.67 


-0.62 


692.76 


1255.74 


ALL DISTRICTS 














High 


537760.75 


70290.50 




12.92 


892.29 


5145.88 


90th %tile 


132135.50 


3400.00 


16.50 


1.89 


596.89 


1973.46 


80th %tile 


88677.50 


1691.90 


14.37 


0.88 


548.81 


1639.86 


Median 


43991.03 


335.00 


10.30 


-1.09 


404.28 


1243.72 


20th %tl!e 


32054.02 


81.40 


6.54 


-2.61 


122.95 


1077.79 


10lh%tile 


27907.15 


38.40 


5.39 


-3.38 


80.19 


1013.96 


Low 


16119.33 


4.92 


3.16 


-9.14 


24.61 


815.40 


Total or Mean 


47621.84 


516233.45 






392.96 


1248.82 
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table 4-6 

LOCAL GUARANTEED YIELD PLAN: RECEIPTS 





State LGY 


Instr Categ 




EqualizSim 


Rcpt Sim 


Sample Districts 


Per ADMW 


Per ADMW 


Plush No. 18-U 


0.0 


0.0 


Olex No. 11 -U 


0.0 


0.0 


McKenzie No. 68-U 


0.0 


63.54 


Sherman UH No. 1-UH 


0.0 


9.36 


Central Linn No. 552-U 


0.0 


24.22 


Harper No. 66-U 


0.0 


0.0 


Portland No. IJ-U 


77.81 


121.42 


Reedsport No. 105-U 


43.24 


10.10 


Bend No. 1-U 


302.86 


12.10 


Parkrose No. 3-U 


343.64 


16.35 


Klamath Falls No. 1-E 


252.33 


83.58 


Beaverton No. 48J~U 


310.69 


10.24 


Corvallis No. 509J-U 


265.18 


39.09 


Eugene No. 4J— U 


357.30 


39.52 


Lake Oswego No. 7J-U 


354.90 


13.87 


Salem No. 24J-U 


356.71 


34.33 


Hood River No. 1-U 


296.83 


18.41 


Burns UH No. 2-UH 


249.45 


4.62 


Medford No. 549-U 


360.99 


18.93 


Oregon City No. 62-U 


431.49 


15.72 


Pendleton No. 16R-U 


342.84 


13.08 


Coos Bay No. 9-U 


403.69 


43.04 


Springfield No. 19-U 


402.86 


32.50 


Astoria No. 1-U 


392.71 


21.20 


Ash'.cind No. 5-U 


397.47 


35.60 


Falls City No. 57-U 


502.38 


101.31 


Baker No. 5J-U 


371.36 


25.27 


North Bend No. 13-U 


487.21 


26.15 


Redmond No. 2J-U 


469.25 


12.99 


Gresham No. 4— E 


519.89 


12.78 


Ninety-One No. 91-E 


519.88 


2.27 


Creswell No. 40-U 


502.19 


56.70 


Hermiston No. 8-U 


572.15 


12.12 


Scio No. 95C-U 


498.76 


31.40 


Reedville No. 29-E 


567.44 


6.21 


South Umpqua No. 19-U 


511.13 


27.10 


Oak Grove No. 4-E 


561.37 


1.09 


Cascade UH No. 5-UH 


622.14 


24.82 


ALL DISTRICTS 






High 


746.49 


203.97 


9Qth %tile 


525.24 


61.27 


80th %tile 


480.45 


37.56 


Median 


332.63 


14.93 


20th %tile 


0.0 


0.31 


10th %t\\e 


0.0 


0.0 


Low 


0.0 


0.0 


Total or Mean 


320.10 


39.45 



Transport 


Tot Intermed 


Toial Local 


Total State 


Rcpt Sim 


Receipts Sim 


Receipts Sim 


Rcpt Diff 


Per ADMW 


Per ADMW 


Per ADMW 




83.85 


137.76 


2601.12 


-1548.77 


250.85 


26.52 


1559.14 


-6364.83 


105.50 


59.37 


1652.04 


-46559.45 


108.29 


13.73 


1696.87 


-36976,75 


63.59 


35.22 


1246.29 


-162299.56 


70.35 


11.76 


1176.80 


-20068.56 


16.65 


22.18 


978.30 


-3198272,00 


28.67 


111.11 


1036.63 


-250947.94 


30.10 


31.05 


776.16 


71-645.81 


18.60 


14.71 


741.84 


664260.06 


15.09 


68.24 


762.47 


263056.13 


24.64 


8.22 


907.56 


2418119.00 


33.27 


14.65 


1153.13 


374769.19 


11.12 


59.79 


776.49 


3817800.00 


22.07 


16.70 


949.50 


898369.44 


20.42 


28.75 


727.01 


3588639.00 


48.42 


7b.S5 


932.22 


425925.25 


35.80 


52.94 


997,17 


39973.96 


18.84 


24.66 


570.53 


1440070.00 


27.09 


13.00 


522.40 


1021959.44 


35.71 


18.25 


662.90 


471577.19 


35.01 


23.24 


662.73 


1206306.00 


23.15 


59.04 


672.75 


2062389.00 


26.30 


12.84 


933.52 


303119.44 


13.98 


23.94 


651.09 


419922.75 


31.68 


7.80 


749.79 


46003.25 


23.83 


36.96 


591.73 


374543.13 


27.94 


19.99 


616.10 


652669.75 


30.63 


29.58 


667.81 


599598.88 


30.84 


6.47 


698.84 


673932.88 


47.14 


17.50 


506.59 


55384.36 


31.07 


55.86 


467.59 


195794.50 


29.74 


15.01 


465.31 


503295,38 


47.68 


35.33 


335.63 


147776.94 


25.42 


14.06 


396.24 


136477.31 


30.12 


114.48 


375.30 


324711.63 


27.00 


11.04 


391.11 


49373.11 


42.43 


14.06 


494.03 


305689.56 


731.71 


253.66 


4540.11 


3817800.00 


117.45 


111.11 


1652.04 


477596.00 


74.20 


59.04 


1394.64 


249040.75 


41.38 


21.65 


782.11 


34905.90 


26.88 


13.00 


499.55 


-10325.83 


21.48 


10.10 


441.72 


-36287.72 


0.0 


0.0 


244.13 


-3198272.00 


29.61 


31.41 


785.55 


51216940.08 



Total Tax Effort 
Equalixation Plan 

One pioblem that affects school 
finnnce reform in Oregon iind in many 
other states is the hkely effect of greater 
state equahzation on uiban school sys 
terns. Central cities frequently have high 
property wealth per student, high costs, 
low school tax rates, high non- 
educational costs and a low percentage 
of voters with children m the public 
schools. This latter fact P'obably ac 
counts for the unwillingness of urban 
voters to tax themselves as heavil/ as 
sul)urban voters. The tnabiitly of urban 
school districts to raise money for 
schools locally has beer partially offset 
by state grants, usually m the form of 
flat grants and categorical ^.rants. State 
finance systems which equalize fiscal 
ability however tend to reduce stale 
receipts to urban areas. 

Many analysts wonder whether urban 
school districts can survive the loss of 
state funding that might result from 
greater equalization.'** Once the show- 
case of American education, urban 
school districts are now on the brink of 
failure. Many students graduating from 
high school are unable to read above 
grade-school levv.1. Many families move 
out to better suburban school districts 
when their children reach high school 
age. Those students that remain ^re* 
quently leave school early or cannot 
find jobs when they graduate. 

Part of the problem is financial. 
When Cities are faced with competing 
demands for public services and contain 
few people who care about education, 
school districts suffer. The financial 
problems of urban schools are complex, 
but seem to fall into four general areas 
higher costs, greater need, higher non- 
educational taxes and discriminatory 
state aid systems."^ The first problem is 
that It simply costs more to provide 
Similar educational services m urban 
school districts than in suburban and 
rural school districts. Comparisons of 
per pupil expenditures hide the fact that 
the higher cost of land, buildings, 
teacher salaries, and maintenance means 
Q ' you buy less educational service per 
D ir^r in cities than elsewhere. 



A second problem is the relatively 
large number of urban school children 
requiring expensive special educational 
programs.'^' Cities seem to attract large 
numbers of poor and disadvantaged 
families whose children need compen 
satory programs in oider to fully utilize 
the regular education programs of the 
schools.' ' And because of these 
families, tho demand for expensive voca- 
tional education programs is often 
greater in the cities than m the suburbs, 
wiiere most children opt for college 
preparatory programs. The number of 
children with handicaps is also greater in 
urban areas. Compensatory education, 
vocational education and special educa 
tion all cost more than the regular 
education program, and these costs 
seem to be concentrated in the cities. 

A third problem arises from com- 
peting demands for noneducational ser 
vices This is frequently called "munici- 
pal overburden" or "the noneducational 
local tax burden."^** The presumption 
IS that higher per-capita noneducational 
expenditures means there are fewer dol- 
lars available for education. 

Finally, urban school systems have 
frequently suffered under state school 
aid systems that often favor nonurban 
areas. Even at best, states seldom help 
urban schools meet the special needs of 
students requiring relatively high-cost 
programs. 

There are two general ways to re- 
spond to these problems. One response 
is to provide extra state money to 
directly cover the higher cost of educa- 
tional programs in the cities. The next 
chapter discusses a number of recom- 
mendations for adjusting state equaliza- 
tion aid to meet important educational 
needs. The second response is to adjust 
either the measure of fiscal ability or 
the measure of local effort used in 
calculating state equalization aid. 

The total tax effort equalization plan 
adjusts the measure of local effort by 
equalizing the total tax effort in a 
school district rather than the school 
tax effor*. This plan computes a total 
t^x rate for each school district and uses 
a both to establish the guaranteed yield 
schedule and to compute state equaliza 
tion. 
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Basically the total tax effort equali- 
zation plan is a local guaranteed yield 
plaiA, like the one just presented, except 
it is based on the total tax rate. Districts 
are guaranteed S620 per ADMW at a 
total tax rate of S5 per $1,000 of true 
cash value. The guarantee increases by 
$20 for each additional do'lar of total 
tax rate up to a maximum of $1,220 at 
a total tax rate of $35. 

The amount v. district receives in 
state equalization aid is the guaranteed 
amount times ADMW minus 60 percent 
of the total tax rate times true cash 
value, minus federal impact aid, minus 
federal forest fees. Sixty percent is ustd 
because school taxes are roughly 60 
percent of total taxes on the average. 
The following diagram illustrates how 
the state aid to districts would be 
determined: 

The guaranteed amount for total tax 

rate x ADMW 

-minus— 

60 percent of the previous year's total 
tax rate x previous year's true cash value 
-minus- 
Other local offsets 
-equals- 
State equalization to the district 

The actual amount a district would 
have to spend might be above or below 
the guarantee, depending mainly on 
whether a district's school tax rate was 
more or less than 60 percent of the total 
tax rate. Districts in which school taxes 
are less than 60 percent of total taxes 
could spend more than the guaranteed 
amount. The amount a district could 
spend would be the sum of state equali- 
zation, plus state grants for transporta- 
tion and other categorical programs, 
plus the amount raised by ^:Jltiplyin^ 
the current year's scnool tax rate by the 
district's true cash value, plus other 
federal and local receipts. 

Under this plan the local guaranteed 
yield schedule runs from 35 to $35. If a 
district has a total tax rate betvi^een 35 
and $35, but does not have enough 
taxable property wealth to produce the 
guaranteed amount, the state makes up 
the difference between the guarantee 
and 60 percent of TCV multiplied by 
the total tax rate. Districts can also have 
total lax rates above the $35 maximum 



figure 44 

PER PUPIL RECEIPTS/TOTAL TAX EFFORT EQUALIZATION PLAN 

Non'School Tax Rate = $5 

Receipts 
Per ADMW 
S2000 




$20,000 40.000 60.000 80.000 100.000 120,000 140.000 
True Cash Value Per ADMW 



160.000 



This plan equalizes receipts up to $91,111 per ADMW at a $10 tax rate, 
and up to $68,000 at a $20 tax rate. 



figure 4-5 

PER PUPIL RECEIPTS/TOTAL TAX EFFORT EQUALIZATION PLAN 

Non'School Tax Rate = $15 

Receipts 
Per ADMW 
$2000 




ERIC 



$20,000 40.000 60.000 80.000 100.000 120.000 140.000 160.000 
True Cash Value Per ADMW 

Q This plan equalizes receipts up to $68,000 per ADMW at a $10 tax rate, 
and up to $58,095 at a $20 tax rate. ^ 
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guarantee level, but there is no equaliza- 
tion above this point. 

Figure 4-4 shows the effects of this 
plan when the nonschool tax rate is 35 
and the school tax rate is $10 or $20. 

Under this plan a school district with 
a $10 school tax rate and a Si 5 total 
tax rate with $40,000 of true cash value 
per pupil would raise $400 from the 
local school tax. This district would 
receive from the state the difference 
between the guaranteed amount of 
$820 and 60 percent of the total tax 
rate times TCV (.6x$1 5x40,000x.001 = 
$360), or $460 in LGY equalization 
($820-$360=$460), for a total expend- 
iture of $860 ($400+$460=$860). If the 
same district raised its school tax rate to 
$20, so that its total tax rate was $25, it 
would raise $800 locally and receive 
$420 in LGY equalization for total 
expenditure of $1,220. A district with 
$100,000 of TCV per pupil would raise 
$1,000 at $10 and receive no state 
equalization. At $20 the same district 
would raisp $2,000 locally, well above 
the $1,020 guaranteed by the LGY 
schedule. Again it would receive no 
equalization aid. 

If the noneducational tax rate is 
much higher, a somewhat different situ- 
ation occurs. Figure 4-5 shows the 
effect of this plan when the nonschool 
tax rate is $15 and the school tax rote is 
$10 or $20. 

The district with $40,000 of TCV 
per pupil, local school tax of $10, and a 
total tax of $25 still raises $400 from 
local school tax but is now guaranteed 
$1,020 by the state, rather than the 
guaranteed $820 when its non- 
educational tax rate was only $5. The 
amount it receives from the state then is 
SI, 020 - (.6x.25x40,000x.001) or 
S1,020-$600=S420. Total expenditures 
for the district would be $820, 
($400+$420=S820), or S40 less than 
when its noneducational tax rate was 
only $5. At a $20 school rate, the 
same district would have a state guaran- 
tee of $1,220, local receipts of $800, 
state receipts uf $380, and total expend- 
itures of $1,180. 

A district with $100,000 TCV per 
pupil with a $10 local school tax and a 
total tax rate of S25 would have a state 



guarantee of Si, 020, loCiil i<»ceipts of 
81,000, no st«ne leeeipts «iiul total 
expenditure of SI, 000, the s*uiie <is it 
had with the lower nonschool tax rate. 
At a school lax rate of 820 and *t total 
tax rate of 835, the rich district vvouJd 
have a guarantee of 81,220, local re- 
ceipts of 82,000, no state equalization, 
and total expenditures of 82,000. 

The interesting thing to ol)Serve in 
figure 4-5 is that up to the equalization 
cut-off point of 868,000 for a SlO 
school tax rate, the ncher tha district 
the »ess it could spend per pupil. This is 
because the local return a district would 
receive using 60 percent of its total tax 
rate rises faster as wealth increases than 
does the actual local yield from school 
tax. 

A major difficulty with this approach 
is that it encourages all units of local 
governments to increase co^ts. In other 
words, it pays to be inefficient. 

Tables 4-7 through 4-9 summarize 
the effects of this plan on the 38 sample 
school districts for 1973-74. The deci- 
sions on which the analysis is based are 
summarized in table 4-7. Table 4-8 
provides general results of the plan, and 
table 4-9 provides specific data on dis- 
trict receipts. 

To summarize, this is a local guaran- 
teed yield plan based on total tax rate 
instead of school tax rate. Districts are 
guaranteed 8620 per ADMW at a total 
tax rate of 85. The guaranteti increases 
820 per 31 of toioi tax rate to a 
maximum of 81,220 at a total tax rate 
of 835. The amount provided by the 
state to the district is the difference 
between the guarantee times the ADMW 
and 60 percent of the total tax rate 
multiplied by last year's TCV. Federal 
impact aid, federal forest fees, and 
common school fund receipts are sub- 
tracted from state equalization. Allow- 
ances for transportation, special educa- 
tion, and compensatory education are 
handled as in the other p^ans. 
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table 4-7 

TOTAL TAX EFFORT EQUALIZATION PLAN: DECISIONS 



n 1 nn 
U lUU 


Year to ue oimuiaieu 


1 071.7/1 
1 5// o' / *♦ 


nini 

U 1 U 1 


!^.!n\!cryai icn \.>osi rdcior 


u.ou 


U I Uc, 


oraCies 1 *o l^osi racior 


1 .uu 




Cir'itlncO.TO r*nct Pmfnr 


1 




Pnmn PrI Pnct Pnrtnr (let nf ADM) 


n n 

u.u 


ni 1 7 


Pnmn FH Pnct Partnr 10% nf ADM) 


n n 


1 1 O 


Pnmn FH Pn^t Fartnr (Ovpr 10% nf ADM) 


0 0 




Miipoccrjrv/ ^mall ^rhnn! Pncf Fartnr 
iMCUcs^ui Y oi 1 lo 1 1 oui luui v^u^i r^ouiui 
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Flat r^rant Prnnram 


No 




Amniint nf Flat Rrant (S/ADM\A/1 


0 0 




F rti 1 nrlati rt n Prnnrann 
puu iiua iiuii riuijioiii 


Nn 

IMU 


no 1 9 
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u.u 


no 1 R 

Uc. 1 3 
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u.u 
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Locai oudranieeu Yieiu \i.oYi 
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F nn 

iJ.UU 
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Ron nn 
u^u.uu 


nooR 


1 f^Y 1 n»/v/Pr 1 inp RntP (^/Mll 1 /ADMW/) 

L.U f L.UWcr L.IIIC ndlc \0/ IVI 1 L. L./ /^L^ IVIVV / 
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^u.uu 


U^«3 1 


1 llnnpr 1 tnp Ratn (<^/M!l 1 /ADMUV) 


90 00 
^u.uu 




1 C^y Kink Pnint Tnv Ratp (S/1000) 


9fi 00 




1 C^y Mav AI'nwpH Tnv Ratp (S/1000) 


'^R 00 
ou.uu 




nict AllniAfpH fn T:iv AKnirp 1 Ciy Mav RatP 


Yp<: 




UiSirici 1 dx ndie 


Mnt Rrnt 
iviiii riL>pi 


no A 1 


Flpmpntarv/ ^nprifipH Tav Ratp (^/1000) 


0 0 
u.u 


no AO 


Ulinh Q^Krtrtl Qnprifipri T^tv Q^tto f^/lOOO) 

rilyn ocnoOl opeciTieu i dx ndie \o/ luuu) 


0 0 
U.U 


no AO. 


1 trtlfiPrl ^nprifipH T:)Y RatP (^/lOOO) 


0 0 
u.u 


nOAA 


0/ nf 70.7/1 1 tnrpctr Rrnt tn l\o n t:)! n PrI 


100 00 
1 uu.uu 


U^4b 


Tax Rate Limit 


Mn 
IMU 




Amt naisecj oy cq uists lo/AUivivvj 


n 0 
U.u 




Ami ndiseu Dy icu uqUdiizing \o/muivivv/ 


0 0 
u.u 




icu equalizing lax naie 


specif 




iFn Fn R:)tp if Qnprifipri f^/^10001 

1 u u uij ndie IT opeciTieu \o/oiuuu/ 
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table 4-8 

TOTAL TAX EFFORT EQUALIZATION PLAN: RESULTS 





Present Year 


Weighted ADM Tot Oper Tax 


Oper Tax 


Total State 


Tot Receipts 




Adj TCV 


Simulated 


Rate Sim 


Rate Dif 


Rcpt Sim 


Simulated 


Sample Districts 


Per ADMW 








Per ADMW 


Per ADMW 


Plush No. 18-U 


482994.41 


8.05 


4.03 


-0.99 


86.96 


2825.84 


Olex No. n-U 


183985.90 


39.22 


9.74 


-1.90 


253.99 


1839.64 


McKenzie No. 68-U 


171386.42 


481.05 


9.97 


-4.98 


173.46 


1973.46 


Sherman UH No. 1 -UH 


108781.04 


231.40 


6.28 


1.05 


120.91 


1833.63 


Central Linn No. 552-U 


92260.55 


1085.50 


13.06 


-1.03 


91.32 


1418.07 


Harper No. 66-U 


69795.57 


110.50 


15.75 


-1.16 


142.96 


1274.17 


Portland No. IJ-U 


67790.33 


70290.56 


14.15 


0.50 


200.66 


1318.53 


Reedsport No. 105-U 


67098.49 


1691.90 


12.42 


-0.07 


187.97 


1244.10 


Bend No. 1-U 


51026.99 


6052.00 


11.60 


-3.42 


419.87 


1200.27 


Parkrose No. 3-U 


50635.40 


5745.77 


12.49 


-2.43 


436.18 


1160.80 


Klamath Falls No. 1-E 


47821.37 


2125.00 


10.26 


1.67 


103.33 


1250.04 


Beaverton No. 48J-U 


47375.79 


21896.59 


15.84 


-3.10 


396.48 


1273.49 


Corvallis No. 509J-U 


45176.89 


8098.09 


18.57 


-2.05 


446.88 


1531.29 


Eugene No. 4J-U 


44446.17 


22260.29 


15.16 


-4.03 


450.12 


1270.36 


Lake Oswego No. 7J-U 


43765.06 


7066.59 


13.24 


-3.96 


444.12 


1368.60 


Salem No. 24J~U 


43066.86 


24494.19 


12.22 


-4.70 


459.29 


1232.47 


Hood River No. 1 -U 


42828.28 


3465.07 


14.34 


-3.83 


427.35 


1416.46 


Burns UH No. 2-UH 


42114.67 


653.90 


10.96 


4.06 


42.71 


1359.73 


Medford No. 549-U 


41992.99 


10882.59 


10.71 


-4.55 


477.41 


1017.98 


Or gon City No. 62-U 


41538.87 


6538.50 


8.37 


-5.81 


576.57 


1026.58 


Pendleton No. 16R-U 


41392.41 


4006.92 


14.08 


-4.37 


436.07 


1103.48 


Coos Bay No. 9-U 


40373.96 


6584.40 


14.14 


-5.08 


541.47 


1207.03 


Springfield No. 1 9-U 


39700.19 


10889.84 


14.05 


-4.41 


519.94 


1232.33 


Astoria No. 1-U 


39190.44 


2220.00 


13.32 


0.36 


500.02 


1438.44 


Ashland No. 5-U 


38423.11 


3235.00 


11.61 


-4.82 


527.12 


1138.14 


Falls City No. 57-U 


38109.75 


218.00 


6.84 


-7.29 


748.99 


1380.86 


Baker No. 5J-U 


37152.90 


3086.30 


7.79 


-2.98 


508.96 


1059.18 


North Bend No. 13-U 


36728.62 


3751.30 


12.32 


-5.90 


625.88 


1226.76 


Redmond No. 2J-U 


36175.75 


3380.60 


12.42 


-5.50 


587.87 


1246.63 


Gresham No. 4-E 


35476.60 


3400.00 


14.75 


3.55 


281.67 


1283.21 


Ninety-One No. 91 -E 


32226.50 


400.00 


6.31 


-0.47 


509.66 


1058.38 


Creswell No. 40-U 


30679.12 


1092.40 


9.94 


-4.78 


679.06 


1170.81 


Hermiston No. 8— U 


26479.96 


2790.80 


12.54 


-4.02 


710.60 


1167.14 


Scio No. 95C-U 


25369.02 


923.10 


7.50 


-2.29 


662.45 


1000.31 


Reedville No. 29-E 


24810.24 


875.00 


8.98 


1.20 


391.55 


1029.89 


South Umpqua No. 19-U 


24564.82 


2554.00 


6.26 


-2.32 


662.14 


1139.52 


Oak Grove No. 4-E 


23904.33 


200.00 


12.69 


3.54 


304.34 


1082.86 


Cascade UH No. 5-UH 


23627.67 


1330.00 


13.51 


4.22 


484.81 


1255.75 


ALL DISTRICTS 














High 


537760.75 


70290.50 


23.71 


12.92 


769.24 


5145.88 


90th %tile 


132135.50 


3400.00 


15.43 


3.21 


613.04 


1939.28 


80th %tile 


88677.50 


1691.90 


13.67 


2.01 


527.12 


1639.11 


Median 


43991.03 


335.00 


10.15 


-0.62 


325.99 


1234.17 


20th %tile 


32054.02 


81.40 


7.39 


-4.27 


102.57 


1052.24 


10th %tile 


27907.15 


38.40 


6.18 


-5.50 


68.96 


993.82 


Low 


16119.33 


4.92 


1.55 


-12.39 


4.45 


691.21 


Total or Mean 


47621.84 


516233.45 






396.33 


1239.17 
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table 4-9 

TOTAL TAX EFFORT EQUALIZATION PLAN 


RECEIPTS 












State LGY 


Instr Categ 


Transport 


Tot Intermed 


Total Local 


Total State 




Equaliz Sim 


Rcpt Sim 


Rcpt Sim 


Receipts Sim 


Receipts Sim 


Rcpt Diff 


Sample Districts 


Per ADMW 


Per ADMW 


Per ADMW 


Per ADMW 


Per ADMW 




Plush No. 18-U 


0.0 


0.0 


83.85 


137.76 


2601.12 


-1548.77 


Olex No. n-U 


0.0 


0.0 


250.85 


26.52 


1559.13 


-6364.83 


McKenzle No. 68-U 


0.0 


63.54 


105.50 


59.37 


1652.04 


-46559.45 


Sherman UH No. 1-UH 


0.0 


9.36 


108.29 


13.73 


1696.87 


-36976.75 


Central Linn No. 552-U 


0.0 


24.22 


63.59 


35.22 


1246.29 


-162299.56 


Harper No. 66-U 


69.12 


0.0 


70.35 


11.76 


1107.68 


-12430.56 


Portland No. IJ-U 


58.30 


121.42 


16.65 


22.18 


997.81 


-4570048.00 


Reedsport No. 105-U 


145.71 


10.10 


28.67 


111.11 


934.15 


-77576.94 


Bend No. 1 -U 


374.46 


12.10 


30.10 


31.05 


704.56 


1143955.00 


Parkrose No. 3-U 


397.08 


16.35 


18.60 


14.71 


688.40 


971301.06 


Klamath Falls No. 1-E 


0.0 


83.58 


15.09 


68.24 


1014.80 


-273154.88 


Beaverton No. 48J~U 


358.13 


10.24 


24.64 


8.22 


860.11 


3457020.00 


Corvallis No. 509J-U 


370.95 


39.09 


33.27 


14.65 


1047.37 


1231258.00 


Eugene No. 4J-U 


395.73 


39.52 


11.12 


59.79 


738.06 


4673357.00 


Lake Oswego No. 7J-U 


404.69 


13.87 


22.07 


16.70 


899.72 


1250162.00 


Salem No. 24J-U 


400.65 


34.33 


20.42 


28.75 


683.07 


4664893.00 


Hood River No. 1 -U 


356.82 


18.41 


48.42 


75.65 


872.23 


633803.25 


Bums UH No. 2-UH 


0.0 


4.62 


35.80 


52.94 


1246.62 


-123140.00 


Medford No. 549-U 


435.93 


18.93 


18.84 


24.66 


495.60 


2255585.00 


Oregon City No. 62-U 


530.65 


15.72 


27.09 


13.00 


423.24 


1670309.00 


Pendleton No. 16R-U 


383.53 


13.U8 


35.71 


18.25 


622.21 


634636.19 


Coos Bay No. 9-U 


459.70 


43.04 


35.01 


23.24 


606.73 


1575071.00 


Springfield No. 19-U 


460.58 


32.50 


23.15 


59.04 


615.03 


2690951.00 


Astoria No. 1-U 


448.50 


21.20 


26.30 


12.84 


877.73 


426970.44 


Ashland No. 5-U 


473.94 


35.60 


13.98 


23.94 


574.61 


667326.75 


Falls City No. 57-U 


612.23 


101.31 


31.68 


7.80 


591.96 


69950.31 


Baker No. 5J-U 


456.25 


25.27 


23.83 


36.96 


474.80 


636541.13 


North Bend No. 1 3-U 


568.19 


26.15 


27.94 


19.99 


535.11 


956459.75 


Redmond No. 2J-U 


541.01 


12.99 


30.63 


29.58 


596.05 


842185.88 


Gresham No. 4-E 


234.83 


12.78 


30.84 


6.47 


983.90 


-295259.13 


Ninpty-One No. 91 -E 


456.75 


2.27 


47.14 


17.50 


499.97 


30134.30 


Creswell No. 40-U 


587.51 


56.70 


31.07 


55.86 


382.27 


289001.94 


Hermision No. 8— U 


665.62 


12.12 


29.74 


15.01 


371.84 


764149.50 


Scio No. 95C- U 


580.21 


31.40 


47.68 


35.33 


254.18 


222957.19 


Reedvilie No. 29-E 


356.71 


6.21 


25.42 


14.06 


606.98 


-47916.65 


South Umpqua No. 19-U 


601.31 


27.10 


30.12 


114.48 


265.31 


555035.63 


Oak Grove No. 4-E 


273.50 


1.09 


27.00 


11.04 


678.98 


-8200.86 


Cascade UH No. 5-UH 


414.19 


24.82 


42.43 


14.06 


701.99 


29114.22 


ALL DISTRICTS 














High 


674.65 


203.97 


731.71 


253.66 


4540.11 


4673357.00 


90th %tile 


535.41 


61.27 


117.45 


111.11 


1645.62 


634636.19 


80th %tile 


459.70 


37.56 


74.20 


59.04 


1387.68 


274407.00 


Median 


234.83 


14.93 


41.38 


21.65 


858.25 


1346.22 


20th %tile 


0.0 


0.31 


26.88 


13.00 


520.29 


-25485.44 


10th %tile 


0.0 


0.0 


21.48 


10.10 


427.00 


-77576.94 


Low 


0.0 


0.0 


0.0 


0.0 


188.17 


-4570048.00 


Total or Mean 


323.47 


39.45 


29.61 


31.41 


772.53 


52956718.06 


O 

ERLC 
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Available Wealth 
Eqtialixatlon Plan 

Whereas the total tax effort equaliza- 
tion plan adjusted the measure of tax 
effort used m computing state equaliza- 
tion, the available wealth equalization 
plan adjusts the measure of district 
wealth used in the state equalization 
formula. 

It is frequently argued that one 
reason urban school districts have more 
difficulty getting the public to approve 
educational budgets is tha^ cities are 
overburdened with high noneducational 
public expenditures. Merely equalizing 
total wealth takes no account of the 
other public needs financed by taxes on 
the same property valuation base. One 
possible approach is to consider only 
that portion of local property wealth 
that is actually available for the support 
of schools. In other words, if 50 percent 
of local taxes is used for schools, the 
district's property wealth should be 
discounted by 50 percent when com- 
puting state equalization. 

In response to the municipal over- 
burden problem, we have designed a 
local guaranteed yield plan which 
tncludes the ratio of the school tax rate 
to the total tax rate in the calculation of 
state equalization. 

Under this plan the state would 
guarantee S770 per ADMW at a school 
tax rate of SIO per Si, 000 of true cash 
value. Districts would receive an addi- 
tional $40 for each SI of tax up to Si 6, 
and S25 for each SI of tax from Si 6 to 
a maximum of S22. Districts would be 
permitted to tax above S22 without 
recapture. 

The amount a district would receive 
from the state is the difference between 
the guaranteed amount and the amount 
computed by multiplying the district's 
true cash value by an adjustment factor. 
This factor is the ratio of school taxes 
to total taxes, multiplied by 1.5 (to 
keep this plan from costing too much 
state money). State equalization aid 
would be calculated as follows: 
The guaranteed amount times ADMW 
-minus- 
School tax rate times true cash value 
i^ s adjustment factor 



figure 4-6 

PER PUPIL RECEIPTS/AVAILABLE WEALTH EQUALIZATION PLAN 

Non'School Tax Rate = S5 

Receipts 
Per ADMW 
S2000 




S20 000 40,000 60,000 80,000 100,000 120,000 140,000 160,000 
True Cash Value Per ADMW 

This plan equalizes receipts up to 377,000 per ADMW at a SIO tax rate, 
and up to $46,250 at a $20 tax rate. 



figure 4-7 

PER PUPIL RECEIPTS/ AVAILABLE WEALTH EQUALIZATION PLAN 

Non-School Tax Rate = $15 

Receipts 



Per ADMW 


S2000- 




1800- 




1600- 




1400- 




1200- 








1000- 




800- 
600- 




400- 




200- 






520,000 40,000 60,000 80,000 100,000 120,000 140,000 160,000 
True Cash Value Per ADMW 

This plan equalizes receipts up to $128,333 per ADMW at a $10 tax rate, 
and up to $64,749 at a $20 tax rate. 
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—minus- 
Other iocdl offsets 
—equals- 
State Equalization to the district 

Under this plan, if a district has a 
school tax late between $10 and S22, 
and does not have cnougfi available 
property wealth for school support 
(when multiplied by 1.5) to raise the 
guaranteed amount, then the state 
makes up the difference. 

Figure 4-6 shows the effects of the 
available wealth equalization plan when 
the nonschool tax late is 85 and the 
school tax rate is SI 0 or $20. 

A school district with S40,000 TCV 
per pupil, a S10 school tax rate and a 
Si 5 total tax rate would raise S400, be 
guaranteed S770 and receive S370 per 
pupil in equalization aid [S770— 1.5 
(10x.66x40,000x.001)S370|. At a S20 
school tax rate the same district would 
be "guaranteed" S1,110 per pupil by 
the state, raise S800 locally 
(S20x40=S800), receive SI 50 in equali- 
zation aid (state aid=S1 ,1 10— 1 .5 
(20x.8x40,000x.001)l and have S950 
per pupil to spend (S800+S1 50=S950). 
A district with S100,000 TCV per pupil 
would raise 81,000 locally at S10 and 
S2,000 per pupil at S20. Again it would 
receive no equalization aid. 

If the noneducational tax rate is 
increased to SI 5, as in figure 4-7, the 
wealthier a school district is the better it 
does under this plan. At a school tax 
rate of S10, the distnct with $40,000 
TCV per pupil is guaranteed S770 per 
pupil, raises 8400 locally, receives S530 
in equalization aid, for a total expendi- 
ture of 8930. At 820, the same district 
is guaranteed 81,110 per pupil, raises 
8800 locally, receives 8424.28 in equali- 
zation aid, for a total expenditure of 
81,224.28. At 810 the district with 
8100,000 TCV IS guaranteed 8770, 
raises 81,000 locally, receives 8170 in 
state aid, for a total expenditure of 
81,170. At 820 the district is guaran- 
teed 81,110,, raises 82,000 locally, and 
receives no equalization. 

The available wealth equalization 
plan would help those districts which 
have a higher proportion of non- 
oHii/<ational taxes relative to districts 
r%ir^'Xhe same school tax effort and a 



lower noneducational tax burden. How- 
ever, the adoption of such a plan would 
create a number of conceptual prob- 
lems, as well as some practical ones. For 
instance, how would you distinguish 
municipal overburden from a com- 
munity that simply prefers to spend 
money foi noneducational services? For 
example, if a community with many 
senior citizens votes to increase expendi- 
tures for transportation and police ser- 
vices should that community's school 
district benefit^ 

Another problem is in making adjust- 
ments for the fact that some com- 
munities privately provide such services 
as fire protection, sanitation, and even 
schooling, while other communities pro- 
vide them publicly. The available 
wealth equalization plan favors those 
communities which provide non- 
educational services publicly. It also 
discourages communities from raising 
local school taxes. 

Another difficult problem is to put a 
value on the alternative costs incurred 
by those living in unoongested areas. For 
example, a city dweller might pay taxes 
for police protection, while a suburban 
commuter pays a greater price by driv- 
ing two hours each day to get to and 
from an area inaccessible to criminals.*^ 

Finally, one should ask whether the 
state legislature should subsidize people 
who live in high-cost urban areas. Part 
of the municipal overburden may result 
from the inefficiencies of living in over- 
crowded areas. Overpopulated areas will 
never thin out if those extra costs are 
subsidized by higher levels of govern- 
ment.^" 

The effects of the available wealth 
plan are shown in tables 4-10 through 
4-12 for the same 38 districts used 
before. The same allowances for educa- 
tional need are used as in the previous 
plans. 
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table 4-10 

AVAILABLE WEALTH EQUALIZATION PLAN: DECISIONS 



DlOO 


Year to be Simulated 


1973-74 


DlOl 


Kindergarten Cost Factor 


0.50 


D102 


Grades 1-8 Cost Factor 


1.00 


D103 


Grades 9-12 Cost Factor 


1.30 


D116 


Comp Ed Cost Factor (1st 5% of ADM) 


0.0 


D117 


Comp Ed Cost Factor (5%~10% of ADM) 


0.0 


D118 


Comp Ed Cost Factor {Over 10% of ADM) 


0.0 


D120 


Necessary Small School Cost Factor 


0.0 


D200 


Flat Grant Program 


No 


D202 


Amount of Flat Grant (S/ADMW) 


0.0 


D210 


Foundation Program 


No 


D212 


Amount of Foundation (S/ADMW) 


0.0 


D215 


Fndn Reqd Local Effort (S/IOOO) 


0.0 


D220 


Local Guaranteed Yield (LGY) 


Yes 


D222 


LGY Required Local Effort (S/1000) 


10.00 


D225 


LGY Amt at Reqd Local Effort (S/ADMW) 


770.00 


D228 


LGY Lower Line Rate (S/MILL/ADMW) 


40.00 


D231 


LGY Upper Line Rate (S/MILL/ADMW) 


25.00 


D234 


LGY Kink Point Tax Rate (S/lOOO) 


16.00 


D237 


LGY Max Allowed Tax Rate (S/1000) 


22.00 


D238 


Dist Allowed to Tax Above LGY Max Rate 


Yes 


D240 


District Tax Rate 


Mnt Rcpt 


D241 


Elementary Soecified Tax Rate (S/1000) 


0.0 


D242 


High School Specified Tax Rate (S/1000) 


0.0 


D243 


Unified Specified Tax Rate (S/1000) 


0.0 


D244 


% of 73-74 Unrestr Rcpt to be Maintained 


100.00 


D245 


Tax Rate Limit 


No 


D247 


Amt Raised by Eq Dists (S/ADMW) 


0.0 


D250 


Amt Raised by lED Equalizing (S/ADMW) 


0.0 


D251 


lED Equalizing Tax Rate 


Specif 


D252 


lED Eq Rate if SpeciHsH (S/SlOOO) 


0.0 


D301 


Grant for Kindergarten ($/3tuder^t) 


0.0 


D303 


Grant foi Special Students (%of 73-74) 


100.00 


D316 


Grant for Comp Ed (1st 5% of ADM) 


200.00 


D317 


Grant for Comp Ed (5%-10% of ADM) 


400.00 


D318 


Grant for Comp Ed (Over 10% of ADM) 


600.00 


D320 


Grant for Necessary Small Schools (S/Stud) 


0.0 


D330 


Transportation Present Allotment 


No 


D331 


Transportation Percent of Reimb Costs 


75.00 


D338 


Debt Service Percent of Present Expend 


0.0 


D340 


Basis for District Type Adjustment 


Present 


D345 


TCV Year Used m Equalization Programs 


Previous 


D350 


Non-Residential TCV Locally Taxable 


Yes 


D351 


Non-Residential TCV Taxable by lED 


Yes 


D360 


^t;)tp Rpr^ntiirP Allnui/oH 


No 


D361 


Districts Held Harmless 


No 


D362 


Cost of Living Adjustment 


No 


D363 


Max % Increase in Tot Rcpts Over 73-74 


Not Used 


D384 


Use Cherry factor for All Districts 


Yes 


D400 


Districts Printed 


Sample 


D401 


Print Order 


County 
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table 4-11 

AVAILABLE WEALTH EQUALIZATION PLAN: RESULTS 





Present Year 


Weighted ADM Tot Oper Tax 


Oper Tax 


Total State 


Tot Receipts 




Adj TCV 


Simulated 


Rate Sim 


Rate Dif 


Rcpt Sim 


Simulated 


Sample Districts 


Per ADMW 








Per ADMW 


Per ADMW 


Plush No. 18-U 


482994.41 


8.05 


4.03 


-0.99 


86.96 


2825.84 


Olex No. 11-U 


183985.90 


39.22 


9.74 


—1.90 


2bo.yy 


1 o o9.d4 


McKenzie No. 68-U 


171386.42 


481.05 


9.97 


—4.98 


173.46 


1970.46 


Sherman UH No. 1-UH 


108781.04 


231.40 


6.28 


1.05 


120.91 


1833.63 


Central Linn No. 552-U 


92260.55 


1085.50 


13.06 


-1.03 


91.32 


1418.07 


Harper No. 66-U 


69795.57 


110.50 


16.74 


-0.17 


73.83 


1274.17 


Portland No. 1J~U 


67790.33 


70290.56 


10.82 


—2.83 


426.35 


131 8.53 


Reedsport No. 105-U 


67098.49 


1691.90 


14.01 


1.52 


ol.oS 


1 Oil A A ^ 

1 244.1 1 


Bend No. 1-U 


51026.99 


6052.00 


14.10 


-0.92 


292.43 


1200.27 


Parkrose No. 3-U 


50635.40 


5745.77 


12.46 


-2.46 


437.57 


1160.80 


Klamath Falls No. 1-E 


47821.37 


2125.00 


7.02 


-1.57 


361.60 


1250.04 


Beaverton No. 48J~U 


47375.79 


21896.59 


18.52 


-0.42 


269.45 


1 273.49 


Corvallis No. 509J~U 


45176.89 


8098.09 


24.04 


3.42 


199.97 


1531.29 


Eugene No. 4J-U 


44446.1 7 


22260.29 


15.90 


—3.29 


41 7.34 


1270.35 


Lake Oswego No. 7J-U 


43765.06 


7066.59 


15.57 


—1.63 


341.97 


1368.60 


Salem No. 24J-U 


43066.86 


24494.19 


12.40 


—4.52 


451.57 


1 232.47 


Hood River No. 1-U 


42828.28 


3465.07 


18.50 


0.33 


249.13 


1416.46 


Burns UH No. 2-UH 


42114.67 


653.90 


8.75 


1.85 


275.55 


1359.73 


Medford No. 549-U 


41992.99 


10882.59 


13.30 


-1.96 


368.72 


1017.98 


Oregon City No. 62-U 


41538.87 


6538.50 


10.55 


—3.63 


489.61 


1030.41 


Pendleton No. 16R-U 


41392.41 


4006.92 


14.59 


-3.86 


415.18 


1 103.48 


Coos Bay No. 9-U 


40373.96 


6584.40 


16.70 


-2.52 


438.08 


1207.03 


Springfield No. 19~U 


39700.19 


10889.84 


16.82 


-1.64 


410.28 


1232.33 


Astoria No. 1-U 


39190.44 


2220.00 


12.44 


-0.52 


534.49 


1438.43 


Ashland No. 5-U 


38423.11 


3235.00 


16.37 


-0.06 


344.44 


1 138.14 


Falls City No. 57-U 


38109.75 


21 8.00 


11.51 


—2.62 


635.71 


1445.57 


Baker No. 5J-U 


37152.90 


3086.30 


10.55 


-0.22 


448.18 


1 100.79 


North Bend No. 13-U 


36728.62 


3751.30 


14.77 


—3.45 


535.83 


1226.76 


Redmond No. 2J-U 


36175.75 


3380.60 


16.18 


-1.74 


451.71 


1246.63 


Gresham No. 4-E 


35476.60 


3400.00 


10.75 


-0.45 


517.85 


1 283.21 


Ninety-One No. 91 -E 


32226.50 


400.00 


7.80 


1.02 


530.61 


1 159.33 


Creswell No. 40-U 


30679.12 


1092.40 


15.09 


0.37 


520.85 


1 170.81 


Hermiston No. 8-U 


26479.96 


2790.80 


15.51 


-1.05 


631.92 


1 167.14 


Scio No. 95C-U 


25369.02 


923.10 


11.97 


2.18 


561.75 


1013.01 


Reedville No. 29-E 


24810.24 


875.00 


6.23 


-1.55 


549.74 


1036.35 


South Umpqua No. 19-U 


24564.82 


2554.00 


10.32 


1.74 


590.42 


1 167.45 


Oak Grove No. 4-E 


23904.33 


200.00 


10.41 


1.26 


425.48 


1082.86 


Cascade UH No. 5-UH 


23627.67 


1330.00 


10.63 


1.34 


608.33 


1255.74 


ALL DISTRICTS 














High 


537760.75 


/O^yo.bo 


2. I. OH 


12.92 


917.16 


5145.88 


90th %tile 


132135.50 


3400.00 


18.50 


2.53 


569.37 


1973.46 


80th %tile 


88677.50 


1691.90 


n.6o 


1.30 


51 5.82 


1668.18 


Median 


43991.03 


335.00 


10.55 


-0.28 


341.97 


1246.63 


20th %tile 


32054.02 


81.40 


6.83 


-1.73 


115.69 


1082.86 


10th%tile 


27907.15 


38.40 


5.65 


-2.55 


73.06 


1023.35 


Low 


16119.33 


4.92 


3.16 


-7.52 


4.45 


824.48 


Total or Mean 


47621.84 


516233.45 






392.69 


1251.90 
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table 4*12 

AVAILABLE WEALTH EQUALIZATION PLAN: RECEIPTS 





State LGY 


Instr Categ 




Equatiz Sim 


Rcpt Sim 


Sample Districts 


Per ADMW 


Per ADMW 


Plush No. 18~U 


0,0 


0.0 


Olex No. 1 1 -U 


0.0 


0.0 


McKenzie No. 68-U 


0.0 


63.54 


Sherman UH No. 1-UH 


0.0 


9.36 


Central Linn No. 552-U 


0.0 


24.22 


Harper No. 66-U 


0.0 


0.0 


Portland No. IJ-U 


283.99 


121.42 


Reedsporl No. 105-U 


39.12 


10.10 


Bend No. 1-U 


247.02 


12.10 


Parkrose No. 3-U 


398.47 


16.35 


Klamath Falls No. 1-E 


258.27 


83.58 


Beaverton No. 48J-U 


231.11 


10.24 


Corvallis No. 509J-U 


124.04 


39.09 


Eugene No. 4J~U 


362.95 


39.52 


Lake Oswego No. 7J-U 


302.53 


13.87 


Salem No. 24J-U 


392.93 


34.33 


Hood River No. 1 -U 


178.59 


18.41 


Burns UH No. 2-UH 


232.84 


4.62 


Medford No. 549-U 


327.25 


18.93 


Oregon City No. 62-U 


443.68 


15.7? 


Pendleton No. 16R-U 


362.64 


13.08 


Coos Bay No. 9-U 


356.31 


43.04 


Springfield No. 19-U 


350.92 


32.50 


Astoria No. 1-U 


482.96 


21.20 


Ashland No. 5-U 


291.26 


35.60 


Falls City No. 57-U 


498.95 


101.31 


Baker No. 5J-U 


395.48 


25.27 


North Bend No. 13-U 


478.14 


26.15 


Redmond No. 2J'-U 


404.85 


12.99 


Gresham No. 4— E 


471.01 


12.78 


Ninety-One No. 91 -E 


477.71 


2.27 


Creswell No.40-U 


429.30 


56.70 


Hermiston No. 8— U 


586.94 


12.12 


Scio No. 95C-U 


479.50 


31.40 


Reedville No. 29-E 


514.90 


6.21 


South Umpqua No. 19-U 


529.59 


27.10 


Oak Grove No. 4-E 


394.64 


1.09 


Cascade UH No. 5-UH 


537.71 


24.82 


ALL DISTRICTS 






High 


771.36 


203.97 


90th %tile 


501.06 


61.27 


80th %tile 


442.77 


37.56 


Median 


262.26 


14.93 


20th %tile 


0.0 


0.31 


10th %lile 


0.0 


0.0 


Low 


0.0 


0.0 


Total or Mean 


319,83 


39.45 



Transport 


Tot Intermed 


Total Local 


Total State 


Rcpt Sim 


Receipts Sim 


Receipts Sim 


Rcpt Diff 


Per ADMW 


Per ADMW 


Per ADMW 




83.85 


137.76 


2601.12 


-1548.77 


250.85 


26.52 


1559.14 


-6364.83 


105.50 


59.37 


1652.04 


-46559.45 


108.29 


13.73 


1696.87 


-36976.75 


63.59 


35.22 


1246.29 


-162299.56 


70.35 


11.76 


1176.80 


-20068.56 


16.65 


22.18 


772.12 


11293711.00 


28.67 


111.11 


1040.74 


-257906.94 


30.10 


31.05 


832.01 


372659.81 


18.60 


14.71 


687.02 


979265.06 


15.09 


68.24 


756.53 


275674.13 


24.64 


8.22 


987.14 


675539.00 


33.27 


14.65 


1294.28 


-768248.75 


11.12 


59.79 


770.84 


3943654.00 


22.07 


16.70 


1001.87 


528284.44 


20.42 


28.75 


690.79 


4475894.00 


48.42 


75.65 


1050.46 


16234.28 


35.80 


52.94 


1013.78 


29112.52 


18.84 


24.66 


604.28 


1072800.00 


27.09 


13.00 


514.04 


1101673.00 


35.71 


18.25 


643.10 


550908.19 


35.01 


23.24 


710.12 


894314.63 


23.15 


59.04 


724.69 


1496801.00 


26.30 


12.84 


843.27 


503482.19 


13.98 


23.94 


757.30 


76344.75 


31.68 


7.80 


769.95 


45255.42 


23.83 


36.96 


577.19 


448967.13 


27.94 


19.99 


625.16 


618657.75 


30.63 


29.58 


732.21 


381892.88 


30.84 


6.47 


747.72 


507763.88 


47.14 


17.50 


579.98 


3851 5.42 


31 .07 


55.86 


540.48 


1 16173.69 


29.74 


15.01 


450.52 


544556.38 


47.68 


35.33 


367.59 


129995.06 


25.42 


14.06 


455.25 


90501.75 


30.12 


114.48 


364.96 


371855.50 


27.00 


11.04 


557.84 


16027.07 


42.43 


14.06 


578.47 


193392.50 


731.71 


253.66 


4540.11 


11293711.00 


117,45 


111.11 


1652.04 


419972.75 


74.20 


59.04 


1419.65 


136198.44 


41.38 


21.65 


843.41 


11926.97 


26.88 


13.00 


544.49 


-1C915.70 


21.48 


10.10 


478.15 


-46559.45 


0.0 


0.0 


235.90 


-773626.50 


29.61 


31.41 


788.90 


51077154.86 



erJc 



To completely ohniiniite tlie adv<ui 
tiigos of local wealth in a state school 
fiOiidce system, districts should return 
to the state any money they raise above 
tlie guaranteed amount or foundation 
level from their local tax late. A statewide 
recapture provision was included in the 
foundation phase-in plan but was not 
included in any of the local guaranteed 
yield plans. 

Elimination of the intermediate 
education district equalization levy 
witliout substituting a recapture provi- 
sion would cause some problems in 
Oregon. As was explained in chapter 3, 
Oregon currently has an Intormediate 
Education District equalization levy 
which redistributes tax dollars from 
wealthy areas to poor school districts 
within each I ED (upon approval of the 
voters m tlie I ED). This provides some 
recapture at the local level. If no substi- 
tute recapture provision is included in 
tlie local guaranteed yield plan, some 
property-rich districts will enjoy wind- 
fall benefits under the LGY plan. For 
example if lED equalization is elimi- 
nated and there is no recapture,, 
IVicKenzie District No. 68, which has 
over $170,000 of propeity value per 
student, would be able to maintain its 
current program under the LGY plan 
with a $4.98 property tax reduction. 
Although this is fairly infrequent and 
involves relatively little state money, it 
IS stilt inconsistent with the goat of 
providing more equal educational 
opportunity for all children in Oregon. 

Statewide Recapture 

In this section we wilt outline three 
ways to insure that property-rich com- 
munities help nay for the education of 
children in districts which cannot raise 
the guaranteed amount from local 
sources. The firrt method is to add a 
recapture provision to the local guaran- 
teed yield plan. The plan would be 
exactly the same as the LGY plan 
discussed earlier in this chapter except 
that there would be recapture. The 
predicted results of this plan are listed 
in tables 4-13 and 4-15. By adding this 
recapture provision, the state could 
ncrease the minii «um LGY guarantee 
from $760 to $785 per pupil without a 
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Significant increase in state aid. In this 
case, the tax rate for McKenzie District 
No. 68 would fall only $0.43, rather 
than falling by $4.98. 

This is the simplest and most 
straightforward way to provide a com- 
pletely equitable and understandable 
school finance system. All districts in 
the state which exert the same tax 
effort would have the same number of 
spendable dollars. From a Serrano- 
equity point of view, this would be our 
strongest recommendation. 

Regional Equalization Districts 

A second way to insure that 
property -rich areas contribute to the 
school support of poor areas is to 
redistribute money within very large 
regions. This proposal calls for a uni- 
form tax on all taxable property in the 
regional districts to raise a specified 
amount of revenue per ADMW. The 
receipts gen rated regionally are then 
distributed to the school districts in 
each region on a per pupil basis. 

The intent of this plan is to find a 
method of taxing regionally oriented 
facilities to increase their share of the 
school support burden. Frequently, 
nuclear power plants, dams, and pipe- 
lines are located in areas with few 
school children, so they do not pay a 
fair share of the school taxes in the 
larger region of which they are a part. 
By creating regional districts for equali- 
zation, the high-value property of such 
facilities can raise revenues for schools 
throughout the region. 

Another reason for regional districts 
IS to reduce the pressure on the state to 
assume more of the costs of education. 
If regions are targe enough and if the 
variation in per pupil wealth among 
regions is not too great, then much ot 
the responsibility for equalizing school 
expenditures can be assigned to the 
regional equalization districts. 

Politically this appears to make good 
sense in Oregon. Citizens in Eastern 
Oregon are probably more willing to 
share their tax dollars with others in 
that part of the state than they are to 
see the money distributed to Portland. 
Voters in the western part of the state 
also would probably like to see their tax 



table 4*13 

LOCAL GUARANTEED YIELD PLAN 

WITH STATEWIDE RECAPTURE: DECISIONS 



D1C0 


Year to be Simulated 


1973-74 


rvi A 1 

DlOl 


Kindergarten Cost Factor 


0.50 




Grades 1 -8 Cost Factor 


1.00 


D103 


urades y-l^ Cost Factor 


1.30 


Dl lb 


Comp Ed Cost Factor (1st 5% of A^M) 


0.0 


Dl 1 7 


Comp Ed Cost Factor (5%~10%of A^M) 


0.0 


rvi 1 o 
Dl 1 O 


Comp Ed Cost Factor (Over 1 0% of A^M) 


0.0 


rvi OA 

Dl ZO 


Necessary Small School Cost Factor 


0.0 


nvOAA 

D200 


Flat Grant Program 


No 


nvOAO 

D202 


Amount of Flat Grant (S/AOMW) 


0.0 


nvo 1 A 
D210 


Foundation Program 


No 


□21 2 


Amount of Foundation (S/A^MW) 


0.0 


r\o 1 c 

D21 5 


Fndn Reqd Local Effort (S/1000) 


0.0 


r\oo A 

D220 


Local Guaranteed Yi Id (LGY) 


Yes 


rvoo o 
D222 


LGY Required Loca Effort (S/1000) 


10.00 


□225 


LGY Amt at Reqd .ocal Effort (S/A^MW) 


785.00 


nvo oo 

D22o 


1 VXl 1* i*^ /ft ft I 1 1 / a ft ft 1 ft i\ 

LGY Lower Line R^te (S/MILL/A^MW) 


40.00 


□231 


1 \ y 1 t 1 * n / i*^ /ft ft 1 1 1 /a ft fti ft 1 \ 

LGY Upper Line Rete (S/MILL/A^MW) 


25.00 


□234 


LGY Kink Point Tax Rate ($/1000) 


16.00 


□237 


LGY Max Allowed Tax Rate ($/1000) 


22.00 


□238 


□ist Allowed to Tax Above LGY Max Rate 


Yes 


□240 


□istrict Tax Rate 


Mnt Rcpt 


□241 


Elementary Specified Tax Rate ($/lOOO) 


0.0 


□242 


High School Specified Tax Rate ($/1000) 


0.0 


□243 


Unified Specified Tax Rate ($/1000) 


0.0 


□244 


%of 73-74 Unrestr Rcpt to be Maintained 


100.00 


□245 


Tax Rate Limit 


No 


□247 


Amt Raised by Eq □ists ($/A^MW) 


0.0 


□250 


Amt Raised by lE^ Equalizing ($/A^MW) 


0.0 


□251 


lE^ Equalizing Tax Rate 


Specif 


□252 


lE^ Eq Rate if Specified (S/SIOOO) 


0.0 


□301 


Grant for Kindergarten (S/Student) 


0.0 


□303 


Grant for Special Students (% of 73-74) 


100.00 


□316 


Grant for Comp Ed (1st 5% of A^M) 


200.00 


□317 


Grant for Comp Ed (5%-"10% of A^M) 


400.00 


□318 


Grant for Comp Ed (Over 10% of AOM) 


600.00 


□320 


Grant for Necessary Small Schools ($/Stud) 


0.0 


□330 


Transportation Present Allotment 


No 


□331 


Transportation Percent of Reimb Costs 


75.00 


□338 


□ebt Service Percent of Present Expend 


0.0 


□340 


Basis for □istrict Type Adjustment 


Present 


□345 


TCv Year Used in Equalization Programs 


Previous 


□350 


Non-Residential TCV Locally Taxable 


Yes 


□351 


Nnn>^psidpntial TCV Taxablp hv IFD 




□360 


State Recapture Allowed 


Yes 


□361 


□istricts Held Harmless 


No 


□362 


Co^t of Livina AHiiKtmpnt 


No 


□363 


Max % Increase in Tot Rcpts Over 73-74 


Not Used 


□364 


Use Cherry factor for Portland 


No 


□400 


□istricts Printed 


Sample 


□401 


Print Order 


County 
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table 4*14 

LOCAL GUARANTEED YIELD PLAN 
WITH STATEWIDE RECAPTURE: RESULTS 





Present Year 


Weighted ADM 


Tot Oper Tax 


Oper Tax 


Total State 


Tot Receipts 




Adj TCV 


Simulated 


Rate Sim 


Rate Dif 


Rcpt Sim 


Simulated 


Sample Districts 


Per ADMW 








Per ADMW 


Per ADMW 


Plush No. 18-U 


482994.41 


8.05 


13.89 


8.87 


-4676.78 


2825.84 


Olex No. 11-U 


183985.90 


39.22 


27 53 


15.89 


-3019.43 


1839.64 


McKenzie No. 68-U 


171386.42 


481.05 


14.52 


-0.43 


-606.76 


1973.46 


Sherman UH No. 1-UH 


108781.04 


231.40 


9,94 


4.71 


-876.13 


1833.63 


Central Linn No. 552-U 


92260.55 


1085.50 


21.42 


7,33 


-680.05 


1418.07 


Harper No. 66-U 


69795.57 


110.50 


18.95 


2.04 


-80.81 


1274.17 


Portland No. 1J-U 


67790.33 


70290.56 


13.33 


-0.32 


256.67 


1318.53 


Reedsport No. 105-U 


67098.49 


1691.90 


13.41 


0.92 


121.46 


1244.11 


Bend No. 1 -U 


51026.99 


6052.00 


12,49 


-2.53 


374.57 


1200.27 


Parkrose No. 3-U 


50635.40 


5745.77 


13.04 


-1.88 


408.23 


1160,80 


Klamath Falls No. 1-E 


47821.37 


2125.00 


6.74 


-1.85 


383.74 


1250.04 


Beaverton No. 48J~U 


47375.79 


21896.59 


16.26 


-2.68 


376.55 


1 273.49 


Corvsllis No. 509J-U 


45176.89 


8098.09 


20.04 


-0.58 


380.45 


1531.29 


Eugene No. 4J-U 


44446.17 


22260.29 


15.46 


-3.73 


436.65 


1270.36 


Lake Oswego No. 7J-U 


43765.06 


7066.59 


13.81 


-3.39 


419.08 


1368,60 


Salem No. 24J-U 


43066.86 


24494.19 


12.67 


•4.25 


440.02 


1232.47 


Hood River No. 1 -U 


42828.28 


3465.07 


15.16 


-3.01 


392.29 


1416.46 


Burns UH No. 2-UH 


42114.67 


653.90 


8.21 


1.31 


332.30 


1359.73 


Medford No. 549-U 


41992.99 


10882.59 


11.92 


-3.34 


426.54 


1017.98 


Oregon City No. 62-U 


41538.87 


6538.50 


10.65 


-3.53 


501.56 


1046.33 


Pendleton No. 16R-U 


41392.41 


4006.92 


14.47 


-3,98 


420.13 


1103.48 


Coos Bay No. 9-U 


40373.96 


6584.40 


14.95 


-4.27 


508.60 


1207.03 


Springfield No. 19~U 


39700.19 


10889.84 


14.93 


-3.53 


485.16 


1232.33 


Astoria No. 1-U 


39190.44 


2220.00 


14.15 


1.19 


467.53 


1438.43 


Ashland No. 5-U 


38423.11 


3235.00 


13.02 


-3.41 


473.08 


1138.14 


Fails City No. 57-U 


38109.75 


218.00 


10.98 


-3.15 


664.14 


1453.84 


Baker No. 5J-U 


37152.90 


3086.30 


10.94 


0.17 


449.07 


1116.22 


North Bend No. 13-U 


36728.62 


3751.30 


13.98 


-4.24 


5G4.G9 


1226.76 


Redmond No. 2J-U 


36175.75 


3380.60 


13.85 


-4.07 


535.94 


1246.63 


Gresham No. 4-E 


35476.60 


3400.00 


9.60 


-1.60 


586.04 


1283.21 


Ninety-One No. 91 -E 


32226.50 


400.00 


6.43 


-0.35 


597.78 


1153.13 


Creswell No.40-U 


30679.12 


1092.40 


12.19 


-2.53 


610.08 


1170.81 


Hermiston No. 8-U 


26479.96 


2790.80 


15.47 


-1.09 


632.84 


1167.14 


Scio No. 95C-U 


25369.02 


923.10 


10.71 


0.92 


605.97 


1025.20 


Reedville No. 29-E 


24810.24 


875.00 


4.98 


-2.80 


619.36 


1037.28 


South Umpqua No. 19-U 


24564.82 


2554.00 


10.74 


2.16 


596.96 


1184.33 


Oak Grove No. 4— E 


23904.33 


200.00 


7.01 


-2.14 


605.97 


1082.86 


Cascade UH No. 5-UH 


23627.67 


1330.00 


8.34 


-0.95 


706.97 


1255.74 


ALL DISTRICTS 














High 


537760.75 


70290.50 


38.86 


28.82 


908.44 


5145.88 


90th %{t\3 


132135.50 


3400.00 


21.38 


7.01 


612.95 


1973.46 


80th %tile 


88677.50 


1691.90 


15.82 


3.66 


566.38 


1620.75 


Median 


43991.03 


.335.00 


11.22 


-0.72 


420.13 


1244.11 


20th %tile 


32054.02 


81.40 


6.56 


-2.81 


-173.63 


1077.79 


10th %tile 


27907.15 


38.40 


5.99 


-3.70 


-930.71 


1018.81 


Low 


16119.3-^ 


4.92 


2.81 


-9.73 


-11896.24 


554.64 


Total or Mean 


47621.84 


516233.45 






395.48 


1252.98 



erJc 



57. GG 



table 4-15 

LOCAL GUARANTEED YIELD PLAN 
WITH STATEWIDE RECAPTURE: RECEIPTS 





State LGY 


Instr Categ 


Transport 


Tot In termed 


Total Local 


Total State 




Equaliz Sim 


Rcpt Sim 


Rcpt Sim 


Receipts Sim 


Receipts Sim 


Rcpt Diff 


Sample Districts 


Per ADMW 


Per ADMW 


Per ADMW 


Per ADMW 


Per ADMW 




Plush No. 18-U 


-4763.74 


0.0 


83.85 


137.76 


7364.85 


-39896.84 


Olex No. 1 1 -U 


-3273.42 


0.0 


250.85 


26.52 


4832.55 


-134748.31 


McKenzie No. 68-U 


-780.22 


63.54 


105.50 


59.37 


2432.26 


-421882.81 


Sherman UH No. 1-UH 


-997.04 


9.36 


108.29 


13.73 


2693.92 


-267692.56 


Central Linn No. 552-U 


-771.36 


24.22 


63.59 


35.22 


2017.66 


-999615.56 


Harper No. 66-U 


-154.65 


0.0 


70.35 


11.76 


1331.45 


-37156.88 


Portland Mo. IJ-U 


114.31 


121.42 


16.65 


22.18 


941.80 


-633088.03 


Reedsport No. 105-U 


79.19 


10.10 


28.67 


111.11 


1000.67 


-190110.94 


Bend No. 1-U 


329.16 


12.10 


30.10 


31.05 


749.87 


869778.81 


Parkrose No. 3-U 


369.13 


16.35 


18.60 


14.71 


716.36 


810684.06 


Klannath Falls No. 1-E 


280.42 


83.58 


15.09 


68.24 


734.39 


322728.13 


Beaverton No. 48J~U 


338.21 


10.24 


24.64 


8.22 


880.04 


3020706.00 


Corvallis No. 509J-U 


304.52 


39.09 


33.27 


14.65 


1113.79 


693337.19 


Eugene No. 4J-U 


382.26 


39.52 


11.12 


59.79 


751.53 


4373443.00 


Lake Oswego No. 7J— U 


379.64 


13.87 


22.07 


16.70 


924.76 


1073154.00 


Salem No. 24.J-U 


381.38 


34.33 


20.42 


28.75 


702.34 


4192987.00 


Hood River No. 1 -U 


321.75 


18.41 


48.42 


75.65 


907.30 


512297.25 


Burns UH No. 2-UH 


289.59 


4.62 


35>80 


52.94 


957.03 


66221,69 


Medford No. 549-U 


385.07 


18.93 


18.84 


24.66 


546.46 


1702071,00 


Oregon City No. 62-U 


455.63 


15.72 


27.09 


13.00 


518.00 


1179834.00 


Pendleton No. 16R-U 


367.59 


13.08 


35.71 


18.25 


638.14 


570778.19 


Coos Bay No. 9~U 


426.82 


43.04 


35.01 


23.24 


639.60 


1358607.00 


Springfield No. 19-U 


425.80 


32.50 


23.15 


59.04 


649.81 


2312242.00 


Astoria No. 1-U 


416.01 


21.20 


26.30 


12.84 


910.22 


354837.13 


Ashland No. 5-U 


419.91 


35.60 


13.98 


23.94 


628.65 


492512.75 


Falls City No. 57-U 


527.38 


101.31 


31.68 


7.80 


749.79 


51453.25 


Baker No. 5J-U 


396.36 


25.27 


23.83 


36.96 


591.73 


451700.13 


North Bend No. 13-U 


507.00 


26.15 


27.94 


19.99 


596.31 


726909.75 


Redmond No. 2J-U 


489.08 


12.99 


30.63 


29.58 


647.98 


666635.88 


Gresham No. 4— E 


539.20 


12.78 


30.84 


6.47 


679.53 


739607.88 


Ninety-One No. 91 -E 


544.88 


2.27 


47.14 


17.50 


506.59 


65384.36 


Creswell No. 40-U 


518.53 


56.70 


31.07 


55.86 


451.25 


213645.P5 


Hermiston No. 8~U 


587.86 


12.12 


29.74 


15.01 


449.61 


547118.25 


Scio No. 95C-U 


523.72 


31.40 


47.68 


35.33 


335.56 


170813.25 


Reedville No. 29-E 


584.52 


6.21 


25.42 


14.06 


386.55 


151423>13 


South Umpqua No. 19-U 


536.13 


27.10 


30.12 


1114.48 


375.30 


388561.63 


Oak Grove No. 4-E 


575.12 


1.09 


27.00 


11.04 


377.35 


52124.87 


Cascade UH No. 5-U H 


636.35 


24.82 


42.43 


14.06 


479.83 


324583.19 


ALL DISTRICTS 














High 


762.64 


203.97 


731.71 


253.66 


15094.54 


4373443.00 


90th %tile 


544.25 


61.27 


117.45 


111.11 


2653.71 


570778.19 


80th %tile 


502.18 


37.56 


74.20 


59.04 


1674.60 


292047.25 


Median 


358.39 


14.93 


41.38 


21.65 


770.64 


42521.91 


20th %tile 


-275.72 


0.31 


26.88 


13.00 


481.40 


-38661.36 


10th %tlle 


-1099.49 


0.0 


21.48 


10.10 


432.33 


-115fl36.38 


Low 


-12133.49 


0.0 


0.0 


0.0 


213.96 


-1635803.00 


Total or Mean 


322.62 


39.45 


29.61 


31.41 


787.19 


52518784.76 



O 

ERIC 



dollars stay as close to homo as |)os$il)le. 

The regional equalization was added 
to the local guaranteed yield plan in the 
follcvving manner. Each school district 
was placed into one of three regional 
districts. All districts east of the Cas- 
cades comprise Distiict I. District II 
consists of all districts west of the 
Cascades except those in Clackamas^ 
Columbia^ Multnomah and Washington 
counties^ which are included in District 
III. The districts were selected because 
of their similar lax and economic struc- 
tures, and because people living in those 
areas {^-jnerally identify themselves with 
that region. 

The total number of students and 
total property value in 1973-74 were 
calculated for each regional district, and 
enrollment and TCV were also projected 
for each year through 1978'79. The 
calculations of ADMW, TCV, TCV/ 
ADMW and the lax rate required to 
raise S300/ADMW for each regional 
district are shown in table 4-16. 

The Eastern Oregon region has fewer 
students and less total property wealth 
than the two regions in Western Oregon. 
However, it has slightly more wealth per 
student than Western Orenon and some- 
what less thon the Portland metropoit 
tan region (District III). These differ- 
ences m TCV/ADMW among the 
regional districts *iicredse by 1978 79, 
because of expected enrollment dechneb 
and nSiiig property wealth »n the metro 
politan region. Desprte these expected 
increases, the wealth variation is still 
very small compared to the variation 
which currently exists among individual 
school districts. 

Once the three regional districts and 
their total property values are estab- 
lished. It IS an easv matter to derive the 
tax late for each region necessary to 
raise a certain number of dollars per 
ADMW. This tax rate is then levied 
against all taxable property in the 
region, and the revenues are di«;iributed 
to the school districts on a per pupil 
basis. 

To determrne a Sv^hool district's 
guaranteed expenditure level under the 
local guaranteed yield schedule, the 
Q lal equalization district tax rate 
£|^(]]ies part of the local district's 



table 4-16 

BASIC DATA ON THE REGIONAL EQUALIZATION DISTRICTS 



Regional 


ADMW 


TCV 


TCV/ADMW 


Tax rate 


Equalization 








necessary 


Districts 








to raise 
S300/ADMW 


1973-74 










Eastern 


73,76 


33,541,079,697 


$48,003 


36.25 


Western 


232,892 


10,331,405,463 


44,361 


6.76 


Met-i'o 


209,574 


10,711,503,685 


51,111 


5.87 


1974-75 










Eastern 


73,900 


4,026,879,780 


54,490 


5.51 


Western 


234,521 


11,848,989,314 


50,524 


5.94 


Metro 


207,524 


I2,5r 02,505 


60,293 


4.98 


1975-76 










Eastern 


73,312 


4,197,975,446 


57,262 


5.24 


Western 


231,309 


12,592,194,650 


54,439 


5.51 


Metro 


204,970 


13,399,475,996 


65,373 


4.59 


1976-77 










Eastern 


73,581 


4,366,953,446 


59,349 


5.05 


Western 


232,736 


13,326,536,052 


57,260 


5.24 


Metro 


204,403 


14,276,320,201 


69,844 


4.30 


1977-78 










Eastern 


73,640 


4,542,193,371 


61,681 


4.86 


Western 


233,488 


14,078,023,125 


60,294 


4.98 


Metro 


203,255 


15,170,703,423 


74,639 


4.02 


1978-79 










Eastern 


73,208 


4,711,640,257 


64,360 


4.66 


Western 


232,572 


14,809,824,542 


63,678 


4.71 


Metro 


200,607 


16,043,186,151 


79,973 


3.75 



school tax rate. For example, a local 
district with a school tax rate of SlO rn 
a region with a tax rate of 83 would be 
guaranteed expenditures for a tax effort 
of 313. 

The state equalization grant is deter 
mined by the total of the receipts from 
the local school levy and the regional 
yrant. State aid to a school district 
would be calculated in the following 
manner: 

The guaranteed amount x ADMW 
—minus— 

School tax rate times district TCV 
—minus- 
Regional Equalization Grani 
-minus- 
Federal forest fees, federal impact aid, 
and common school fund receipts 
-equals- 
State equalization to the district 

The impact of the regional equaliza* 
tion districts can be seen in tables 4-17 
and 4*19. Under this plan, a district is 

59. (-'S 



guaranteed a minimum of 3780 at a 310 
local tax rate, 350 for each additional 
collar of tax up to 316, and 335 for 
each additional dollar of tax between 
$16 and 322. There is a 3300 regional 
equalization district grant, and the state 
provides 3200, for compensatory educa 
tion students up to 5 percent, 3400 
between 5 percent and 10 percent, and 
3600 above 10 percent. 

As you can see, the addition of 
regional equalization grants allows the 
state to increase the minimum guarantee 
in the LGY schedule by 320. This LGY 
plan with regional equalization was 
recommended to the 1975 Oregon legis- 
lature by the Committee on Equal 
Educational Opportunity. Its likely im- 
pact on every Oregon school district 
over the next five years is presented in 
the data supplement to this volume. 



table 4-17 

LOCAL GUARANTEED YIELD PLAN 

WITH REGIONAL EQUALIZATION: DECISIONS 



D100 Year to be Simulated 1973-74 

□101 Kindergarten Cost Factor 0.50 

D102 Grades 1-8 Cost Factor 1.00 

D103 Grades 9-12 Cost Factor 1.30 

D116 Comp Ed Cost Factor (1st L/) of ADM) 0.0 

D117 Comp Ed Cost Factor (5%-10%of ADM) 0.0 

D118 Comp Ed Cost Factor (Over 10% of ADM) 0.0 

D120 Necessary Small School Cost Factor 0.0 

D200 Flat Grant Program No 

D202 Amount of Flat Grant (S/ADMW) 0.0 

D210 Foundation Program No 

D212 Amount of Foundation (S/ADMW) 0.0 

D215 Fndn Reqd Local Effort (S/1000) 0.0 

D220 Local Guaranteed Yield (LGY) Yes 

D222 LGY Required Local Effort (S/1000) 10.00 

D225 LGY Amt at Reqd Local Effort (S/ADMW) 780.00 

D228 LGY Lower Line Rate (S/MILL/ADMV^) 50.00 

D231 LGY Upper Line Rate (S/MILL/ADMW) 35.00 

D234 LGY Kink Point Tax Rate (S/1000) 16.00 

D237 LGY Max Allowed Tax Rate (S/1000) 22.00 

D238 Dist Allowed to Tax Above LGY Max Rate Yes 

D240 District Tax Rate Mnt Rcpt 

D241 Elementary Specified Tax Rate (S/1000) 0.0 

D242 High School Specified Tax Rate (S/1000) 0.0 

D243 Unified Specified Tax Rate (S/1000) 0.0 

D244 % of 73-74 Unrestr Rcpt to be Maintained 100.00 

D245 Tax Rate Limit No 

D247 Amt Ra' sd by Eq Dists (S/ADMW) 300.00 

D250 Amt Raised by lED Equalizing (S/ADMW) 0.0 

D251 lED Equalizing Tax Rate Specif 

D252 I ED Eq Rate if Specified (S/SlOOO) 0.0 

D301 Grant for Kindergarten (S/Student) 0.0 

D303 Grant for Special Students (% of 73-74) 100.00 

D316 Grant for Comp Ed (1st 5% of ADM) 200.00 

D317 Grant for Comp Ed (5%-10% of ADM) 400.00 

D318 Grant for Comp Ed (Over 10% of ADM) 600.00 

D320 Grant for Necessary Small Schools (S/Stud) 0.0 

D330 Transportation Present Allotment No 

D331 Transportation Percent of Reimb Costs 75.00 

D338 Debt Service Percent of Present Expend 0.0 

D340 Basis for District Type Adjustment Present 

D345 TCV Year Used in Equalization Programs Previous 

D350 Non-Residential TCV Locally Taxable Yes 

D351 Non-Residential TCV Taxable by lED Yes 

D360 State Recapture Allowed No 

D361 Districts Held Harmless No 

D362 Cost of Living Adjustment No 

D363 Max % Increase in Tot Rcpts Over 73-74 Not Used 

D364 Use Cherry factor for Portland No 

D400 Districts Printed Sample 

D401 Print Order County 



table 4-18 

LOCAL GUARANTEED YIELD PLAN 

WITH REGIONAL EQUALIZATION: RESULTS 





Present Year 


Weighted ADM Tot Oper Tax 


Oper Tax 


Total State 


Tot Receipts 




Adj TCV 


Simulated 


Rate Sim 


Rate Dif 


Rcpt Sim 


Simulated 


Sample Districts 


Per ADMW 








Per ADMW 


Per ADMW 


Plush No. 18-U 


482994.41 


8.05 


9.66 


4.64 


86.96 


2825.84 


Olex No. 11-U 


183985.90 


39.22 


14.36 


2.72 


253.99 


1839.64 


McKenzie No. 68-U 


171386.42 


481.05 


14.98 


0.03 


173.46 


1973.46 


Sherman UH No. 1-UH 


108781.04 


231.40 


7.67 


2.44 


120.91 


1833.63 


Central Linn No. 552-U 


92260.55 


1085.50 


16.57 


2.48 


91.32 


1418.08 


Harper No. 66-U 


69795.57 


110.50 


17.26 


0.35 


173.64 


1274.17 


Portland No. 1J-U 


67790.33 


70290.56 


13.65 


0.0 


332.93 


1318.53 


Reedsport No. 105-U 


67098.49 


1691.90 


13.82 


1.33 


247.70 


1244.10 


Bend No. 1-U 


51026.99 


6052.00 


13.10 


-1.92 


362.04 


1200.27 


Parkrose No. 3-U 


50635.40 


5745.77 


13.71 


-1.21 


371.62 


1160.80 


Klamath Falls No. 1-E 


47821.37 


2125.00 


6.87 


-1.72 


372.27 


1250.04 


Beaverton No. 48J-U 


47375.79 


21896.59 


15.84 


-3.10 


374.53 


1273.49 


Corvallis No. 509J-U 


45176.89 


8098.09 


18.48 


-2.14 


456.59 


1531.29 


Eugene No. 4J— U 


44446.17 


22260.29 


15.32 


-3.87 


443.73 


1270.36 


Lake Oswego No. 7J-U 


43765.06 


7066.59 


13.78 


-3.42 


377.35 


1368.60 


Salem No. 24J-U 


43066.86 


24494.19 


12.88 


-4.04 


422.00 


1232.47 


Hood River No. 1-U 


42828.28 


3465.07 


14.70 


-3.47 


379.71 


1416.46 


Burns UH No. 2-UH 


42114.67 


653.90 


7.47 


0.57 


374.15 


1359.73 


Medford No. 549-U 


41992.99 


10882.59 


12.35 


-2.91 


392.64 


1017.98 


Oregon City No. 62-U 


41538.87 


6538.50 


11.35 


-2.83 


396.63 


1026.58 


Pendleton No. 16R-U 


41392.41 


4006.92 


14.22 


-4.23 


389.10 


1103.48 


Coos Bay No. 9-U 


40373.96 


6584.40 


14.76 


-4.46 


489.17 


1207.03 


Springfield No. 19-U 


39700.19 


10889.84 


14.72 


-3.74 


461.97 


1232.33 


Astoria No. 1— U 


39190.44 


2220.00 


14.09 


1.13 


435.06 


1438.43 


Ashland No. 5-U 


38423.1 1 


3235.00 


13.14 


-3.29 


428.18 


1138.14 


Falls City No. 57-U 


38109.75 


218.00 


11.27 


-2.86 


537.90 


1380.86 


Baker No. 5J-U 


37152.90 


3086.30 


10.94 


0.17 


369.38 


1104.35 


North Bend No. 13-U 


36728.62 


3751.30 


14.31 


-3.91 


501.13 


1226.76 


Redmond No. 2J-U 


36175.75 


3380.60 


13.93 


-3.99 


459.23 


1246.63 


Gresham No. 4-E 


35476.60 


3400.00 


9.48 


-1.72 


501.30 


1283.21 


Ninety -One No. 91 -E 


32226.50 


400.00 


6.43 


-0.35 


427.27 


1093.46 


Creswell No. 40-U 


30679.12 


1092.40 


12.91 


-1.81 


495.38 


1170.81 


Hermiston No. 8-U 


26479.96 


2790.80 


15.08 


-1.48 


508.81 


1167.14 


Sc^o No. 95C-U 


25369.02 


923.10 


10.71 


0.92 


457.45 


1005.12 


Reedville No. 29-E 


24810.24 


875.00 


5.20 


-2.58 


445.24 


1029.89 


South Umpqua No. 19— U 


24564.82 


2554.00 


10.74 


2.16 


427.83 


1149.08 


Oak Grove No. 4— E 


23904.33 


200.00 


6.88 


-2.27 


474.51 


1082.86 


Cascade UH No. 5-U H 


23627.67 


1330.00 


8.02 


-1.27 


580.28 


1255.75 


ALL DISTRICTS 














High 


537760.75 


70290.50 


27.07 


17.03 


745.24 


5145.88 


90th %tile 


132135.50 


3400.00 


17.18 


3.44 


503.64 


1973.46 


80th %tile 


88677.50 


1691.90 


14.47 


2.15 


464.75 


1643.14 


Median 


43991.03 


335.00 


11.22 


-0.66 


399.49 


1244.10 


20th %tile 


32054.02 


81.40 


6.71 


-2.66 


189.23 


1081.74 


10th%tile 


27907.15 


38.40 


6.22 


-3.59 


117.24 


1017.13 


Low 


16119.33 


4.92 


4.11 


-10.11 


24.61 


825.54 


Total or Mean 


47621.84 


516233.45 






393.84 


1247.44 



o 

ERIC 

~" 61. 70 



table 4-19 

LOCAL GUARANTEED YIELD PLAN 

WITH REGIONAL EQUALIZATION: RECEIPTS 





State LGY 


Instr Categ 


Transport 


Tot Intermed 


Total Local 


Total State 




Equaliz Sim 


Rcpt Sim 


Rcpt Sim 


Receipts iim 


Receipts Sim 


Rcpt Diff 


Sample Districts 


Per ADMW 


Per ADMW 


Per ADMW 


Per ADIVIW 


Per ADIVIW 




Plush N0.I8-U 


0.0 


0.0 


83.85 


437.76 


2301.12 


-1548.77 


Olex No. 11-U 


0.0 


0.0 


250.85 


326.56 


1259.10 


-6364.83 


McKenzie No. 68-U 


0.0 


63.54 


105.50 


359.37 


1352.04 


-46559.45 


Sherman UH No. 1-UH 


0.0 


9.36 


108.29 


313.73 


1396-87 


-36976.75 


Central Linn No. 552~U 


0.0 


24.22 


63.59 


335.22 


946.29 


-162299.56 


Harper No. 66-U 


99.80 


0.0 


70.35 


311.76 


777.00 


-9040.36 


Portland No. 1J~U 


190.56 


121.42 


16.65 


322.18 


565,55 


4726687.00 


Reedsport No. 105~U 


205.44 


10.10 


28.67 


411.11 


574.42 


23486.50 


Bend No. 1-U 


316.62 


12.10 


30.10 


331.05 


462.40 


793935.81 


Parkrose No. 3-U 


332.53 


16.35 


18.60 


314.71 


452.96 


600383.06 


Klamath Falls No. 1-E 


268.94 


83.58 


15.09 


368.24 


445.86 


298352.31 


Beaverton No. 48J-U 


336.18 


10.24 


24.64 


308.22 


582.07 


2976384.00 


Corvallis No. 509J-U 


380.66 


39.09 


33.27 


314.65 


737.65 


1309927.00 


Eugene No. 4J-U 


389.34 


39.52 


11.12 


359.79 


444.45 


4531175.00 


Lake Oswego No. 7J-U 


337.91 


13.87 


22.07 


316.70 


666.49 


778312.44 


Salem No. 24J-U 


363.35 


34.33 


20.42 


328.75 


420.36 


3751467.00 


Hood River No. 1-U 


309.17 


18.41 


48.42 


375.65 


619.88 


468703.06 


Burns UH No. 2-UH 


331.44 


4.62 


35.80 


352.94 


615.18 


93587.44 


Medford No. 549-U 


351.16 


18.93 


18.84 


324.66 


280.37 


1333081.00 


Oregon City No. 62-U 


350.70 


15.72 


27.09 


313.00 


303.19 


493746.75 


Pendleton No. 16R-U 


336.56 


13.08 


35.71 


318.25 


369.18 


446410.75 


Coos Bay No. 9-U 


407.40 


43.04 


35.01 


323.24 


359.03 


1230706.00 


Springfield No. 19-U 


402.61 


32.50 


23.15 


359.04 


373.00 


2059650.00 


Astoria No. 1-U 


383.53 


21.20 


26.30 


312.84 


642.70 


282749.00 


Ashland No. 5-U 


375.01 


35.60 


13.98 


323.94 


373.55 


347263.00 


Falls City No. 57-U 


401.14 


101.31 


31.68 


307.80 


503.05 


23933.11 


Baker No. 5J-U 


316.68 


25.27 


23.83 


336.96 


359.54 


205777.75 


North Bend No. 13-U 


443.43 


26.15 


27.94 


319.99 


359.87 


488455.75 


Redmond No. 2J-U 


412.37 


12.99 


30.63 


329.58 


424.69 


407303.88 


Gresham No. 4-E 


454.46 


12.78 


30.84 


306.47 


464.27 


451495.25 


Ninety -One No. 91 -E 


374.36 


2.27 


47.14 


317.50 


317.44 


-2820.90 


Creswell No. 40-U 


403.83 


56.70 


31.07 


355.86 


265.95 


88348.88 


Hermiston No. 8-U 


463.83 


12.12 


29.74 


315.01 


273.63 


200981.38 


ScioNo. 95C-U 


375.20 


31.40 


47.68 


335.33 


164.00 


33717.56 


Reedville No. 29-E 


410.40 


6.21 


25.42 


314.06 


253.29 


-937.28 


South Umpqua No. 19-U 


367.00 


27.10 


30.12 


414.48 


209.18 


-43397.51 


Oak Grove No. 4-E 


443.67 


1.09 


27.00 


311.04 


208.81 


25832.98 


Cascade UH No. 5-UH 


509.66 


24.82 


42.43 


314.06 


306.^72 


156082.75 


ALL DISTRICTS 














Htah 


609.05 


203.97 


731.71 


553 96 

www B w w 


4240.11 


4726687 00 

~ / ^ www / bWW 


90th %tile 


413.82 


61.27 


117.45 


411.10 


1334.70 


423007.69 


80th %tile 


393.72 


37.56 


74.20 


359.04 


1070.98 


164034.88 


Median 


330.1 1 


14.93 


41.38 


321.64 


480.41 


22662.36 


20th %tile 


0.0 


0.31 


26.88 


313.00 


276.96 


-4747.09 


10th%tile 


0.0 


0.0 


21.48 


310.10 


229.75 


-16991.25 


Low 


0.0 


0.0 


0.0 


300.00 


57.94 


-343910.19 


Total or Mean 


320.99 


39.45 


29.61 


331.41 


483.28 


51675267.49 



ERIC 71, 



lED Equalization 



if neither statewide recapture nor 
regional equalization is included in the 
state finance program, it would be 
possible to modify the existing I ED 
equalization levy to provide recapture at 
the county level. Instead of each I ED 
collecting an amount equal to one-half 
of th»* current operating levies of com- 
ponent school districts and redistri- 
buting the money on a per pupil basis, 
this plan would call for a uniform tax 
on all property within the I ED to raise, 
for example,, $300 per student. TP .s 
money would then be redistributed to 
individual school districts on a per pupil 
basis and would be treated just like a 
regional equalization grant in calculating 
state aid under the local guaranteed 
yield program. Tables 4-20 and 4-22 
show the results of this plan. Recapture 
at this level provides some local equali- 
zation, but less than with regional 
equalization. 

The inclusion of any one of these 
recapture proposals would increase the 
equity of any of the local guaranteed 
yield plans presented earlier. 



table 4-20 

LOCAL GUARANTEED YIELD PLAN 
WITH IE D EQUALIZATION: DECISIONS 



erJc 



DlOO 


Year to be Simulated 


1973-74 


DlOl 


Kindergarten Cost Factor 


0.50 


D102 


Grades 1-8 Cost Factor 


1.00 


D103 


Grades 9-12 Cost Factor 


1.30 


D116 


Comp Ed Cost Factor (1st 5% of ADM) 


0.0 


D117 


Comp Ed Cost Factor (5%~10% of ADM) 


0.0 


D118 


Comp Ed Cost Factor (Over 10% of ADM) 


0.0 


D120 


Necessary Small School Cost Factor 


0.0 


D200 


Flat Grant Program 


No 


D202 


Amount of Flat Grant (S/ADMW) 


0.0 


D210 


Foundation Program 


No 


D212 


Amount of Foundation (S/ADMW) 


0.0 


D215 


Fndn Reqd Local Effort (S/IOOO) 


0.0 


D220 


Local Guaranteed Yield (LGY) 


Yes 


D222 


LGY Required Local Effort (S/1000) 


10.00 


D225 


LGY Amt at Reqd Local Effort (S/ADMW) 


780.00 


D228 


LGY Lower Line Rate (S/MILL/ADMW) 


50.00 


D231 


LGY Upper Line Rate (S/MILL/ADMW) 


35.00 


D234 


LGY Kink Point Tax Rate (S/1000) 


16.00 


D237 


LGY Max Allowed Tax Rate (S/1000) 


22.00 


D238 


Dist Allowed to Tax Above LGY Max Rate 


Yes 


D240 


District Tax Rate 


Mnt Rcpt 


D241 


Elementary Specified Tax Rate (S/1000) 


0.0 


D242 


High School Specified Tax Rate (S/1000) 


0.0 


D243 


Unified Specified Tax Rate (S/1000) 


0.0 


D244 


% of 73'74 Unrestr Rcpt to be Maintained 


100.00 


D245 


Tax Rate Limit 


No 


D247 


Amt Raised by Eq Dists (S/ADMW) 


0.0 


D250 


Amt Raised by lED Equalizing (S/ADMW) 


300.00 


D251 


lED Equalizing Tax Rate 


Specif 


D252 


lED Eq Rate if Specified (S/SlOOO) 


0.0 


D301 


Grant for Kindergarten (S/Student) 


0.0 


D303 


Grant for Special Students (% of 73-74) 


100.00 


D316 


Grant for Comp Ed (1st 5% of ADM) 


200.00 


D317 


Grant for Comp Ed {5%-10%of ADM) 


400.00 


D318 


Grant for Comp Ed (Over 10% of ADW 


600.00 


D320 


Grant for Necessary Small Schools (S/Stud) 


0.0 


D330 


Transportation Present Allotment 


No 


D331 


Transportation Percent of Reimb Costs 


75.00 


D338 


Debt Service Percent of Present Expend 


0.0 


D340 


Basis for District Type Adjustment 


Present 


D345 


TCV Year Used in Equalization Programs 


Previous 


D350 


Non-Residential TCV Locally Taxable 


Yes 




Nnn-Rp^iHpntial TCV Tavahlp hv IFD 


Yes 


D360 


State Recapture Allowed 


No 


D361 


Districts Held Harmless 


No 


D362 


Cost of Living Adjustment 


No 


D363 


Max % Increase in Tot Rcpts Over 73-74 


Not Used 


D364 


Use Cherry factor for Portland 


No 


D400 


Districts Printed 


Sample 


D401 


Print Order 


County 



63- 72 



table 4-21 

LOCAL GUARANTEED YIELD PLAN 
WITH lED EQUALIZATION: RESULTS 





Present Year 


Welahted ADM Tot Oper Tax 


Oper Tax 


Total x>tate 


Tot Receipts 


- 


Adj TCV 


Simulated 


Rate Sim 


Rate Dif 


Rcpt Sinn 


Si mutated 


SamDl6 Districts 


Per ADMW 








Per ADMW 


Per ADMW 




482994 41 


8.05 


7.92 


2.90 


86.96 


2825.84 


niAV fxln 11—11 


183985 90 


39.22 


1 1.02 


—0.62 


253.99 


1 839 64 


Mri^An7ip Mn RP— 1 1 

IVIltf INCI 1 ^IC IMU. QO U 


1 7138642 


481.05 


15.13 


0.18 


173.46 


1973.46 


^hPrm ;)n IIH Nn 1—1 IH 


108781 04 

1 V/U / U 1 .V/*T 


231.40 


6.07 


0.84 


120.91 


1 833 63 




99960 55 


1 085 50 


1 6.05 


1 .96 


91.32 


1418.08 


iiai^t:! IMU. OO w 


69795 57 


110.50 


17.31 


0.40 


230.76 


1274.17 


Pnrti^nci Nn 1 f— U 

( UlllOllvl IMU. lO w 


67790 33 


70290 56 


13.57 


-0.08 


293.79 


1318 53 


RppH^n nrt Nn lOR— IJ 


670Q8 49 


1691 90 


13.68 


1.19 


176.84 


1244.1 1 


RpnH No 1— U 


51 096 QQ 


6052 00 


13.12 


-1.90 


366.34 


1 200.27 


Parkrnsp Nn IJ 


50635 40 


5745.77 


1 3 61 


-1.31 


343.98 


1 160 80 

1 lUx/.Ux/ 


KInmath Palk Nn 1 — P 

iNiuiiiaiii t alio IMU. 1 


4782'! .37 


2125.00 


6.92 


— 1 67 


449.68 


1 250.04 


Rpauprtnn Nn dRi— 11 
ucavci luii i>iu. *tUJ u 


47375 79 


21 896 59 


15.93 


-3.01 


420.66 


1273.49 


Cnr\/aMi<; Nn ROQl— IJ 

V^UIVaiild IMU. tJyJ^O \J 


45176 fiQ 


8098 09 


18.49 


-2.13 


463.55 


1531.29 


Piinpnp Nn /I l->-lI 


44446.1 7 


22260 29 


15.33 


—3.86 


449.65 


1 270.36 


t akp O^vA/pnn Nn 7 1-^1 1 


43765 06 


7066 59 


13.87 


-3.33 


427.86 


1 368 60 


^|pm Nn 94 1^1 1 


43066 86 


24494.19 


12.93 


-3.99 


452.39 


1232.47 


Hnr^ Rivpr Nn 1— U 

llUi/vl i»iVd IMU. 1 w 


42828 28 


3465 07 


14.74 


-3.43 


410.24 


1416.46 


Riim<: IIH Nn 9— IJH 


421 14.67 


653 90 


7.45 


0.55 


325.25 


1 359 73 


Mpdfnrd Nn IJ 


41992 99 


10882.59 


12.41 


-2.85 


424.72 


1017.98 


Oreann Citv Nn R9— 11 


41538 87 


6538 50 


1 1.55 


-2.63 


440.25 


1 026 58 


Ppndlptnn Nn IRR-'IJ 


41392.41 


4006 92 


14.27 


-4.18 


448.93 


1103.48 


Cnn<; Bav Nn 9— U 


40373 96 


6584 40 


14.83 


-4.39 


523.11 


1 207.03 


SnrinafiGld Nn 19— U 


39700 19 


10889 84 


14.73 


-3.73 


467.38 


1232.33 


Astnria No 1 — U 


39190.44 


2220.00 


14.03 


1.07 


376.16 


1438.44 


A<;hland Nn 5— U 


38423 1 1 


3235 00 


13.18 


-3.25 


457.98 


1 138.14 


FalK Citv Nn R7— 11 


38109 75 


218.00 


1 1.48 


—2,65 


569.81 


1 -^80 86 

• OUx/. UU 


Rakpr Nn R 1 — 1 J 
oai\ci IMU. \j 


37159 90 


3086 30 


10.94 


0.1 7 


339.20 


1 105.27 


Nnrth Rpnd No 1?— 


36798 69 


3751 30 


14.41 


-3.81 


530.49 


1 226.76 


Rpdmond Nn 91—11 

rtCUIIIUIILJ IMU. w 


^R17R 7R 


3380 60 

•J«J Ux/. V/X/ 


13.94 


-3.98 


462.44 


1246.63 


Cirp^ham Nn 4— F 


35476 60 


3400 00 


9.47 


-1.73 


499.11 


1283.21 


Ntnpt\/>Onp Nn Q1— F 


39996 RO 


400.00 


6.43 


-0.35 


474.17 


1074.39 


Crpiwpll Nn 40—11 

V^IOWdi IMU. *y\J \J 


30R7Q 1 9 

•3UO 1 ij.* 


1092.40 


12.93 


-1.79 


499.29 


1170.81 


MprmKtnn Nn R«-ll 

riCllllidlUil IMU. U w 


9R47Q QR 


2790 80 


15.14 


-1.42 


R4R R9 


1 167 14 


^in Nn QRC— 11 

O^IU IMU. \J 


9R3RQ 09 


923.10 


10.71 


0.92 


445.52 


1006.27 


Pppdi/illp Nn 9Q— P 
nccuviiic IMU. c 


94810 94 

^HU 1 U.^H 


875.00 


5.39 


—9 3Q 


544.46 


1 09Q fiQ 


^niith 1 Imnnii;) Nn 1Q 11 

OUU 11 1 UIII|JL|UO IMU. * w 


94RR4 R9 


9554 00 

>J>J^ m\J\J 


10.74 


2.16 


403.79 


1 154.43 


0^]c r^rni/P Nn 4— P 
v./aiv vj 1 uvc IMU. ^ w 


93Q04 33 


900 00 


6 Q8 


-2.1 7 


RR3 10 


1 0fi9 fiR 


PacraH^ UH Nn R— UH 


93697 67 


1 330 00 


7.98 


-1 31 


R9Q 66 


19RR 7R 


Al 1 nKTRirT<s 

r%L.L. L/IOIrilV^IO 














High 


537760.75 


70290.50 


28.08 


14.26 


815.98 


5145.88 


90th %tile 


132135.50 


3400.00 


16.37 


3.02 


553.95 


1991.19 


80th %tile 


88677.50 


1691.90 


14.73 


1.65 


510.54 


1668.18 


Median 


43991.03 


335.00 


10.98 


-0.58 


410.85 


1241.32 


20th %tile 


32054.02 


87.40 


6.66 


-2.63 


191.81 


1077.18 


10th %tile 


27907.15 


38.40 


6.16 


•-3.52 


113.57 


1014.17 


Low 


16119.33 


4.92 


4.11 


-10.06 


39.74 


823.21 


Total or Mean 


47621.84 


516233.45 






398.07 


1247.24 



table 4-22 

LOCAL GUARANTEED YIELD PLAN 
WITH lED EQUALIZATION: RECEIPTS 





State LGY 


Instr Categ 


Transport 


Tot Intermed 


Total Local 


Total State 




Equaliz Sim 


Rcpt Sim 


Rcpt Sim 


Receipts Sim 


Receipts Sim 


Rcpt Diff 


Sample Districts 


Per ADMW 


Per ADMW 


Per ADMW 


Per ADMW 


Per ADMW 




Plush No. 18-U 


0.0 


0.0 


83.85 


437.76 


2301.12 


-1548.77 


Olex No. 11-U 


0.0 


0.0 


250,85 


326.5*^ 


1259.10 


-6364.83 


McKenzie No. 68-U 


0.0 


63.54 


105.50 


359.37 


1352.04 


-46559.45 


Sherman UH No. 1-UH 


0.0 


9.36 


108.29 


313.73 


1396.87 


-36976.75 


Central Linn No. 552-U 


0.0 


24.22 


63.59 


335.22 


946.29 


-162299.56 


Harper No. 66-U 


156.92 


0.0 


70.35 


311.76 


719.88 


-2728.43 


Portland No. 1J-U 


151.42 


121.42 


16.65 


322.18 


604.69 


1975775.00 


Reedsport No. 105-U 


134.58 


10.10 


28.67 


411.11 


645.28 


-96406.44 


Bend No. 1-U 


320.92 


12.10 


30.10 


331.05 


458.10 


819954.81 


Parkrose No. 3-U 


304.88 


16.35 


18.60 


314.71 


480.61 


441523.06 


Klamath Falls No. 1-E 


346.35 


83.58 


15.09 


368.24 


368.45 


462844.38 


Beaverton No. 48J-U 


382.32 


10.24 


24.64 


308.22 


535.93 


3986552.00 


Corvallis No. 509J-U 


387.62 


39.09 


33.27 


314.65 


730.70 


1366254.00 


Eugene No. 4J— U 


395.26 


39.52 


11.12 


359.79 


438.53 


4662917.00 


Lake Oswego No. 7J-U 


388.42 


13.87 


22.07 


316.70 


615.98 


1135234.00 


Salem No. 24J-U 


393.74 


34.33 


20.42 


328.75 


389.97 


4495823.00 


Hood River No. 1-U 


339.71 


18.41 


48.42 


375.65 


589.34 


574511.63 


Burns UH No. 2-UH 


282.54 


4.62 


35.80 


352.94 


664.08 


61615.08 


Medford No. 549-U 


383.24 


18.93 


18.84 


324.66 


248.29 


1682175.00 


Oregon City No. 62-U 


394.33 


15.72 


27.09 


313.00 


259.57 


778975.75 


Pendleton No. 16R-U 


396.39 


13.08 


35.71 


318.25 


309.35 


686161.63 


Coos Bay No. 9-U 


441.34 


43.04 


35.01 


323.24 


325.09 


1454169.00 


Springfield No. 19-U 


408.02 


32.50 


23.15 


359.04 


367.59 


2118574.00 


Astoria No. 1 -U 


324.64 


21.20 


26.30 


312.84 


701.60 


151994.75 


Ashland No. 5--U 


404.80 


35.60 


13.98 


323.94 


343.76 


443647.38 


Falls City No. 57-U 


433.05 


101.31 


31.68 


307.80 


471.14 


30888.48 


Baker No. 5J-U 


286.49 


25.27 


23.83 


336.96 


390.65 


112614.75 


North Bend No. 13-U 


472.79 


26.15 


27.94 


319.99 


330.51 


598603.75 


Redmond No. 2J-U 


415.5/ 


12.99 


30.63 


329.58 


421.48 


418146.56 


Greshnnn No. 4-E 


452.27 


12.78 


30.84 


306.47 


466.46 


444052.88 


Ninety-One No. 91 -E 


421.27 


2.27 


47.14 


317.50 


251.47 


15940.52 


Creswell No. 40-U 


407.74 


56.70 


31.07 


355.86 


262.04 


92621.56 


Hermiston No. 8— U 


501.84 


12.12 


29.74 


315.01 


235.62 


307066.88 


Scio No. 95C-U 


363.27 


31.40 


47.68 


335.33 


177.08 


22702.56 


Reedville No. 29-E 


509.62 


6.21 


25.42 


314.06 


154.06 


85883.63 


oouih Umpqua No. 19— U 


342.96 


27.10 


30.12 


414.48 


238.57 


-104797.38 


Oak Grove No. 4-E 


522.26 


1.09 


27.00 


3.1.04 


130.22 


41551.08 


Cascade UH No. 5--UH 


459.04 


24.82 


42.43 


314.06 


357.13 




ALL DISTRICTS 














High 


670.18 


203.97 


731.71 


553.96 


4240.11 


4662917.00 


90th %tile 


461.94 


61.27 


117.45 


411.10 


1350.70 


444052.88 


80th %tilo 


430.19 


37.56 


74.20 


359.04 


1084.53 


169019.25 


Median 


344.97 


14.93 


41.38 


321.64 


463.77 


24253.79 


20th %tile 


0.77 


0.31 


26.88 


313.00 


245.03 


-4565.66 


10th%tile 


0.0 


0.0 


21.48 


310.10 


185.35 


-22700.46 


Low 


0.0 


0.0 


0.0 


300.00 


-13.04 


-1026039.00 


Total or Mean 


325.21 


39.45 


29.61 


331.41 


478.85 


53855343.56 



CONCLUSION 




erJc 



This chapter has presented four alter- 
native school finance plans for Oregon. 
The foundation phase-in plan would 
substantially increase the equity of the 
state's present foundation program by 
substituting equalization grants for flat 
grants, adding a statewide recapture 
provision,^ and placing a cap on local 
school tax effort. 

The local guaranteed yield plan 
would guarantee that every school dis- 
trict which exerts the same local tax 
effort would have the same number of 
dollars to spend per pupil. It would 
allow each school district to decide how 
much to spend for education, while 
using state aid to equalize the fiscal 
ability of local districts. 

The total tax equalization plan 
would take into account the total tax 
burden of local taxpayers by distri- 
buting state school aid on the basis of 
total tax effort rather than school tax 
effort. 

The available wealth equalization 
plan also adjusts for the higher non- 
educational costs in some districts. It 
would do this by adjusting the taxable 
property value of each district according 
to the ratio of school taxes to non- 
school taxes. 

The chapter also has described three 
possible ways of adding a recapture 
provision to the state school finance 
formula. 

Each of the plans presented would 
increase the equity of the present school 
finance system in Oregon. Each plan, 
with the exception of the available 
wealth equalization plan, would give 
school districts equal ability to finance 
educational programs, while leaving the 
choice of educational programs at the 
local level. Equal pay for equal work is a 
principle that most Americans respect 
and understand. A school finance 
system based on the principle of equal 
dollars to spend for equal tax effort 
would also be underslooJ and accepted 
by most Oregonians. 

66. 



INTRODUCTION 




The overriding concern m recent 
court cases involving school finance has 
been equal access to education. Some 
state courts have asserted that education 
should not depend on the wealth of a 
district, hut only on the wealth of the 
state as a whole.* In other words, the 
state school finance system should be 
fiscally neutral. 

Fiscal neutrality does not require 
equal expenditures, however. The courts 
have explicitly allowed variation in local 
expenditures per pupil when the varia- 
tions are not wealth-related. For 
example, districts which exert a greater 
tax effort can have a higher level of 
spending. Districts which have excep- 
tional costs (because of more handi- 
capped children, for instance) may also 
spend more at the same tax effort. In 
other words, adjustments to state school 
finance formulas are permitted when 
they are based on identifiable cost 
differentials. 

An underlying assumption of many 
court decisions has been thai certain 
fundamental benefits accrue from 
education and that each child is entitled 
to equal access to an education which 
can provide those benefits. Also implicit 
in some rulings is the understanding that 
some children will require a greater 
expenditure of resources to gain the 
same educational benefits available to 
other children. 

Equal educational opportunity, then, 
cannot be guaranteed by equalization of 
fiscal ability alone. Specific educational 
needs should be taken into account. 
Any state program directed toward 
equity must consider those instances 
where it costs schools more to provide 
an adequate education. Not all these 
cases are related to children with special 
educational needs. There are some areas 
where the cost of operating schools is 
higher because of external factors such 
as the cost of living, the cost of con- 
struction, or unusual transportation 
costs. ^ 

It is necessary,, therefore, to adjust a 
basic school finance formula that 
assures equality of tax effort by in- 
cluding categorical grants or other dif- 
ferential factors. In Oregon we believe 
additional state expenditures for ^^W^ 



education, compensatory education, 
occupational education, school facili* 
ties, transportation, and necessary but 
costly small schools would substantially 
improve the equity of the state's school 
finance system. This chapter describes 
the specific problem involved in each of 
these areas and offers alternative 
methods of dealing with each problem. 

It is important to note that many of 
these adjustments for special educa- 
tional needs are of particular impor- 
tance to urban school districts. It is in 
the cities that the highest concentration 
of children requiring additional educa- 
tional services is found. Table 5-1 shows 
the incidence of children requiring 
high-cost educational services in the 
Portland School District, the state's 
largest central city school district. 

As is true of most cities, Portland has 
a higher percentage of students from 
poor and socially disadvantaged families 
than the state as a whole. ^ In 1973-74 
Portland, with 13.5 percent of the 
public school children in the state, had 
19 percent of the children from families 
with less than $2,000 income in Oregon 
and 30 percent of the children from 
families receiving A^^DC funds. As table 
5-1 shows, approximately 24 percent of 
the compensatory education students in 
the state are in the Portland district. 
Federal funds provide support for only 
40 to 50 percent of the students 
entitled to support under federal guide- 
lines. As a result, the Portland district 
must pick up more than half the costs 
of the compensatory programs required 
for the disporportionately large number 
of socially and economically dis- 
advantaged students enrolled in its 
schools. 

Handicapped children requiring 
expensive special education programs 
are also more numerous in Portland. 
Figures provided by the Division of 
Special Education of the State Depart- 
ment of Education indicate that Port- 
land has a slightly higher proportion of 
handicapped students than the state as a 
whole. 

Unusually high demand for career 
and vocational education also places an 
extra burden on urban school districts. 
As more low-income families and racial 



table 5-1 

INCIDENCE OF HIGH COST PROGRAMS 1973-74 





Portland 1J 


Rest of State State Total 




iMO. Ot 


0/ 

70 OT 


iMO. OT 


/o Of 


iMO« ot 




Students 


State 


otuoents 


State 


oTuaents 






1 oiai 




1 oiai 




Total Student Population 




1 o.D 




OO.D 


nil 


Title 1 (ComD Ed Students) 








7R 


?R 4?n 


AFDC Recipients (For Title 1 












Entitlement) 


7J06 


30 


16,469 


70 


23,575 


Low Income ($2000 Income 












In Title 1) 


3,717 


19 


15,866 


81 


19,583 


Special Education Students 


4,974 


17 


24,160 


83 


29,134 


Vocational Education Student 












Receiving Federal Funds 


7,055 


23 


23,467 


77 


30,522 



Source: data provided by Oregon State Department of Education. 



minorities concentrate in the cities, the 
number of city students for whom high 
school is the end of formal schooling 
increases. Rather than college prepara- 
tory programs, these students demand 
vocational training programs to equip 
them for jobs. Many vocational pro- 
grams require special facilities and 
equipment and must be conducted with 
small groups of students."* These factors 
naturally lead to higher costs. Under 
present federal funding arrangements, 
Portland receives assistance for 7,055 
students, or 23 percent of the students 
enrolled in federally approved voca- 
tional education programs. 

It should also be emphasized that the 
programs discussed in this chapter 
require expenditures beyond those 
guaranteed by the basic state school 
finance formula. Some children cannot 
receive the full benefits of an education 
unless a district spends more money for 
their education. Depending on the con- 
centration of these students, the special 
programs designed for them may drain 
the local resources of a district. There 
are also situations in which some dis- 
tricts have to pay more for the same 
services. 

To expect local school districts to 
assume these added costs does not serve 
the cause of equal educa*' ^al oppor- 
tunity.^ Either the stude will not 
receive the services or \ ncreased 
expense must be taken of the 
airoa/jy depleted tax base. In either case 
":he children who needlessly suffer. 
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SPECIAL EDUCATION 




Any state guaranteeing free public 
education must deal with the problems 
of educating the exceptional or handi- 
capped child. Exceptional children are 
those who differ from the average child 
in mental, sensory, physical, social, 
emotional, or communication abilities 
to such an extent that they require 
special educational sen/ices in order to 
develop to their maximum capacity.^ 

Meeting the needs of these children is 
a monumental task which requires 
higher expenditures per child, because 
of the need for special facilities and 
specially trained personnel. Because 
there are different types of handicaps, 
several state and federal agencies are 
often involved. Seldom is there r*" over- 
all system to deliver s lecial edi :ation, 
and seldom are the resources allocated 
sufficient. 

As with school finance in general, 
increasing public awareness about the 
education and treatment of handi- 
capped children and pressure from court 
cases have caused states to reviev/ their 
approach to special education. In 1973 
the Oregon legislature resolved that the 
mentally retarded and developmentally 
disabled person has a right to as normal 
a life as possible. It defined normaliza- 
tion to mean "that despite any limita- 
tion,^ each retarded or developmentally 
disabled person shall be provided the 
maximum opportunity to participate in 
usual living experiences including educa- 
tion, work,^ and social activities that 
permit development to his highest 
potential."' Further, the legislature 
stated that the opportunity for normali 
zation iS a birthright of every citizen, as 
well as a proper mvestment for the good 
of society. 

The 1973 legislature also repealed 
the statute that formerly excluded cer 
tain mentally and physically handi- 
capped children from the required 
attendance in full time public schools. 
The revised statute required the public 
schools to provide such children "either 
home, hospital, institutional or other 

*The authors wish to acknowledge the 
assistance of Mr. Rudolph Marshall in 
the preparation of the section on special 
education. 
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regularly scheduled and suitable instruc 
tion meeting standards of the State 
Board of Education,"*^ unless such 
children were already receiving suitable 
instruction in a state or regional institu- 
tion. 

According to an opinion of the 
Oregon Attorney General, this legisla- 
tion requires the public schools to 
provide regular instruction for virtually 
every men tally or physically handi- 
capped child in the state. "The philoso- 
phy of the new law clearly is that if a 
child is unable for health or other 
reasons to attend schools, the district 
must otherwise provide for his instruc- 
tion."'^ 

This obligation, the opinion stated, 
was not contingent upon the availability 
of any state program. If the school 
district does not or cannot provide 
suitable regularly scheduled instruction 
"it cannot escape the obligation im- 
posed by (the legislation). There is no 
out for the school district; it must meet 
its obligation to the child under the 
statute as amended."* ^ 

The state of Oregon has admirably 
affirmed the right of handicapped 
children to an adequate education, but 
at the same time it has placed the major 
fiscal burden of meeting thisT obligatidh' 
on the local school district. Without 
financial help from the state and the 
federal government, many local districts 
have been unable to raise enough money 
to provide these legislatively mandated 
programs. 

Implicit in the new statutes, then, is 
a need to reform the state system of 
grants for special education. In 1972-73 
approximately $17 million was spent on 
special education in Oregon. Of this 
amount, 10.4 percent came from federal 
sources, 30.1 percent was contributed 
by the state, and 59.4 percent was 
provided by the local districts. In the 
same year the state sen/ed 32,1 82 handi- 
capped children (but estimates indicate 
this was only about two-thirds of the 
handicapped children in the state). 
Presently there is no overall framework 
for delivery of special education, and 
the level of funding does not cover all of 
the extra costs of special education 
programs. Also, the limited information 



avdiliibiti tndiCiitus there «i(c Hicqtiittes ni 
the distribution of sttJtu ijMiits. 

it appears there will be more federal 
money available to states for special 
education.' ' But if the intent to pro 
vide education for every handicapped 
child III the state ts to be cained out, 
these additional fedeial approptiations 
will be insufficient. Consequently, it 
will be up to the state whether every 
handicapped child has access to an 
appropriate special education program 
or IS effectively denied access to such 
programs. 

The Oregon Situation 

Oregon's handicapped population is 
served through fi p acts of legislation, 
the Handicapped Children Law, the 
Mentally Retarded Children Law, the 
Emotionally Handicapped Children 
Law. the Trainable Mentally Retarded 
Law and the Children's Mental Health 
Services Law. The first three are admin 
istered by the Superintendent of Public 
Inrtruction, the fourth and fifth by the 
Mental Health Division. Each of these 
laws involves separate and different 
funding mechanisms which evolved 
independently. In addition, the state 
operates six regional facilities for deaf, 
blind and physically handicapped 
youths and six hospitals for physically 
handicapped children. 

The Handicapped Children Law is 
intended to reimburse school districts 
for the extra cost of educating the 
handicapped child. " However, the stat 
utes limit thiS aid to one and one-half 
times the school district's per-capita 
expenditures. Claims are made by local 
districts on the basis of their previous 
year's expenditures. Wlien categorical 
funds are not adequate to pay claims in 
full the claims are subject to prorating 
(this IS usually the case). In 1972 73 the 
state provided over $1.3 million through 
this statute to help finance programs for 
more than 24,000 children. 

The Mentally Retarded Children Law 
reimburses school districts on a flat 
grant basis. Districts receive a maximum 
of 34,000 per special class. Like the 
handicapped programs, claims are sub- 
mitted based on the previous year's 
p^Pnditures. This law also calls for 
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prorating if funds are insufficient to pay 
the full amount of all approved claims. 
In 1972 73, the state provided over Si. 4 
million to help finance programs for 
4,454 educable mentally retarded child 
ren. 

Reimbursement undei the Emotion 
ally Handicapped Children Law is made 
on a special class and approved budget 
basis. Unlike the above programs, it 
controls the amount of state aid 
through prior approval of cost estimates 
for each operating year, there is no 
direct aid limitation or proration fea* 
ture. In 1972-73 the state spent 
350,000 on programs for 63 children 
covered under this law. 

Regional facilities and other special 
programs enrolled 1,779 children for 
1973-74. The state expended over 31.5 
million in 1 972-73 on these pro- 
grams.' ^ 

In addition to the above programs, 
the Mental Health Division provided 
services to 1,516 trainable retarded 
children in 1973-74 through contracts 
with general hospitals and public or 
pnvate day care and residential treat- 
ment programs. The division spent 
approximately 3800 thousand on these 
services in 1 973*74. 

The funds available under these 
various statutes and from federal 
sources are dispersed to hospital or 
regional facilities, private institutions, 
intermediate education districts and 
local school districts who are then 
charged with the delivery of various 
services. In 1972-73 approximately Sl.8 
million from Federal sources and $10.2 
million from state sources was spent on 
services for these children. 
THE NUMBER OF 
HAIMDICAPPED CHILDREN 

Information on the needs and loca- 
tion of the 32,182 children served in 
Oregon in 1973-74 is available and 
appears to be reasonably reliable. How- 
ever, information on the severity of 
these children's handicaps and all in- 
formation about children not being 
presently served is wanting. The Region- 
al Resource Center m Eugene estimates 
that 9.96 percent of Oregon's school-age 
population IS handicapped. The Oregon 
State .Department of Education 
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at least two estimates of the percent 
of children needing special services. 
Explicitly, the department estimates 
that 19.8 percent of the school-age 
population is handicapped. However, 
in a report that identifies the num* 
ber of handicapped children (instead 
of percentage), the estimated number 
is approximately 11.39 percent of 
the total school-age population.* ^ 
The latest figures issued by the U.S. 
Office of Education indicate that 
10.035 percent of the American 
school*age population is handicapped, 
and various other researchers have 
estimated that between 8.69 percent 
to 35.05 percent of the schoolage 
population to be in need of special 
services. Table 5-2 compares and 
contrasts each of these estimates. 

Column seven of table 5-2 presents 
estimates which we have used in our 
analysis. While there seems to be no 
general consensus on any of these esti- 
mates, we feel that those in column 
seven reflect the proper order of magni- 
tude. 

The total school-age population (ages 
5-19) to which this 10.14 percent rate 
applies was estimated at 497,000 in 
1973'74.* Based on these assumptions, 
Oregon's total would be 50,395 handi- 
capped children. Caution should be 
exercised in using any of these esti« 
mates, however. For one thing, they do 
not necessarily mean that the estimated 
number of children actually need special 
services. There is also uneven geographi- 
cal distribution of handicapped child- 
ren, since parents of handicapped child- 
ren often migrate to communities where 
special programs exist. Thirdly, the term 
"learning disability" is so broad as to be 
practically meaningless. For this reason 
we feel that the difference between our 
estimate of 1 percent and the State 
Department of Education's estimate of 
10.5 percent for the incidence of child- 
ren with learning disabilities is largely 
definitional. However, the cost of ser- 
vices to such children is relatively small, 
so the fiscal impact of increasing our 
estimate by two or three percent would 
be minor. 

We found that program availability 
and content information^ and manage- 



table 5-2 

ESTIMATES OF HANDICAPPED CHILDREN 



Handicapping Condition 


1^ 


2B 


3^ 


4O 


5^ 


6^ 


7Q 


Ediicablc Ment. RetardeJ 


1.3 


1.62 


2.3 


1.29 


1.93 


2,3 


?.07 


Trainable Ment. Retarded. 


.24 


.14 


NE 


NE 


NE 


NE 


(1) 


Muitihandicapped 


.07 


NE 


.06 


NE 


NE 


,07 


NE 


Homebound 


NE 


.07 


NE 


NE 


NE 


NE 


NE 


Crippled & Phys. Hand. 


.21 


.07 


,5 


.94 


.5 


,5 


.5 


Speech Impaired 


3.6 


3.07 


3.50 


3.5 


3.8 


3.5 


3.5 


Hearing Impaired 


.10 


.36 


.575 


.14 


.5 


.575 


50 


Visually Impaired 


.05 


.07 


.10 


.04 


.07 


.1 


.07 


Enoti nally Handicapped 


2.0 


.09 


2.0 


1.81 


2,0 


2.0 


2.0 


Li.^rning Disabilities 


1.12 


4.47 


1.0 


3.67 


10.5 


26.0 


1.0 


Ptegnant Teenage Girls 


NE 


NE 


NE 


NE 


,5 


NE 


.5 


TOTAL 


8.69 


9.96 


10.035 


11.39 


19.8 


35.045 


10.14 



A. This estimate was used m a study entitled Bdut<itionol Programs for Excoptiotutf Children. 
Rosourco Configur,ttions and Costs by Rosinuller. K A. et al., for the National Educational 
Findncf Project, Special Study No 2, Department of Educational Administration, U.iiversity of 
Wisconsin, Madison, Wisconsin, August, 1970. p. 121. 

B. Estimate used by the Regional Resource Center, University of Oregon, Eugene. Oregon. 
Estimates are sijeciftcally for the State of Oregon and arc based on data from FY 1972, Council 
for Exceptional Children ICEC) reports Th« CEC gathers information from state departments 
of education. 

C. Estimated for age 5 19 youths m 1969 US. Department of Health, Education and Welfare. 
(Handicapped Children m the US and Special Education Personnel Required- 1968-69 
estimated) Bureau of Education for the Handicapped, August, 1970 

D. Estimate obta»ned from data m an Oregon State Department of Education report entitled 
"Special Education Programs, Handicapped Chtid Program and EMR Program 1972 73 School 
Year " Data on number served and number not served v/ere added and dtvi.led by 497,000, the 
reported school-age population. 

E. Oregon State Department of Education estunate (letter dated May 31 , 1974 to the Committee 
on Equal Educational Opportunity) 

F. Eitiinate cited but not uied by the New York State Commission on the Oualitv. Cost and 
Financing of Elementary and Secondary Education, The Fiei^chtnann /?eporf, volume 11, p. 260 
(Viking ed ) 

G. Estimate used m this report a combmai on of estimates by the Regional Resource Center, 
(column 2) USOE (column 3) and the Oregon State Department of Education (column 5) 

table 5-3 

SPECIAL EDUCATION PROGRAM POPULATIONS FOR 1972-1973 
(Handicapped Child and EMR Programs Statistics) 
(School Age Population . . . 497,000) 



Type of Handicap 


Est. Total No. 


No. Being 


% Served 




Children With 


Served 






This Handicap 






Mentally Retarded 


10,288 


5,970 


58 


Deaf and Hard of Hearing 


2,485 


1,269 


51 


Visually Handicapped 


347 


290 


84 


Crippled & Chronically Ml 


2,485 


1,872 


75 


Emotionally Disturbed 


9,940 


225 


3 


Extreme Learning Problems 


4,970 


8,759 


176 


Speech Handicapped 


17,395 


13,583 


78 


Pregnant Girls 


2,485 


214 


9 


TOTALS 


51,538 


32,817 


64 


Source Estimated population was 


derived from incidence rate 


in table 5-2. 


column seven 



Number being served was taken from iettcrs to the committee from the State Department of 
Q jtiC- (dated May 31, 1974) and from the State Mental Health Division (dated October 18. 
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ment data that could aid in program 
evaluation are not readily available. 
Complete and reliable per-pupil expend- 
iture data on a program-by-program 
basis are also not available. 
EQUITY OF THE PRESENT SYSTEM 

The incomplete data available on 
special education in Oregon reveal con* 
siderable variation in accessibility to 
services among different program/; and 
extreme variation in per pupil expendi* 
tures within programs. Table 5*3 shows 
the variation in services to children with 
a given handicap. In reviewing this table 
the reader should keep two facts in 
mind. First, the estimated numbers of 
children with a given handicap are just 
that — estimates. Estimating that there 
are 2,485 children with hearing prob- 
lems while only 1,269 are receiving 
services does not necessarily mean that 
1,216 children have problems for which 
service is not available. Secondly, the 
areas of mental retardation, learning 
disability and emotional handicaps are 
not clearly distinguished from each 
other by universally accepted pupil 
characteristics or medical symptoms. 
Hence, the judgment and training of the 
person evaluating a child determines in 
which of these three handicap categories 
the child will be placed. These three 
categories probably should be viewed in 
the aggregate. Viewed in this manner, 
:he state is providing services for 14,954 
out of approximately 25,198 (or 59 
percent) of these children. 

Nonetheless, the gap between serving 
59 percent of these children and 78 
percent of children with speech handi» 
caps is considerable. We could not deter- 
mine from available data the exact 
status of services for pregnant teenage 
girls. Some of these girls are receiving 
care in a private residential setting or in 
foster care through Children's Services 
Division, while others have chosen to 
remain home throughout their preg- 
nancy. The figure in table 5-3 is only 
reflective of those receiving services 
through the public schools. 

Table 5-4 presents a per pupil break 
down of the actual claimable expendi- 
tures incurred by various school districts 
in their programs for theeducable men 
tally retarded in 1972-73. The dis- 



table 5 4 

ACTUAL EXPENDITURES PER PUPIL ON CLAIMABLE PROGRAM 
COMPONENTS (Teacher's salary. Transportation of Children, Special Supplies) for 
Various Oregon Educable Mentally Retarded Programs for 1972-73 



School District 


Total No. Pupils 


Per Pupit 




in Program 


Expenditures 


Portland 


686 


$1,097 


Salem 


308 


940 


Eugene 


175 


1,077 


David Douglas 


165 


779 


Springfield 


130 


927 


Beaverton 


104 


809 


Klamath Falls 


66 


623 


Corvallis 


56 


1,092 


Pendleton 


53 


757 


Lake Oswego 


50 


1,110 


Forest Grove 


48 


843 


Hood River 


33 


1,196 


Bakei 


32 


828 


North Bend 


21 


934 


Madras 


11 


1,861 


Milton-Freewater 


10 


1,074 


Myrtle Point 


10 


771 



Source Data m thit, table are fiom two Slate Department of Education reports that the 
DppartF^ipnt of Special EduLatiOn pro\.jded to the committee on Equal Educational Opportunity 
The fust entitled Specutf EducMton Re/mburscment Compnrfson of Formulas Proposed - 
Present W72 73, the st»cond report was contained m a letter to the committee dated June 19 
1974 



tricts listed in the table were selected as 
examples of the variation in per pupil 
expenditures. 

As can be seen from table 5-4, 
extreme variation was found up to 2.4 
times as much was expended by one 
district than another for a program that 
involved practically the same number of 
children However, without data on the 
severity of the retardation of the child 
ren within each of the programs, and 
without information on additional costs 
of EMR programs not claimable under 
the present statute (e g , expenditure for 
teacher aide or psychological service), 
meaningful omparisons cannot be 
firmly documented. 

Two statutes provide state monies 
for services to emotionally handicapped 
children-the Handicapped Children 
Law and the Emotionally Handicapped 
Children Law. In 1972-73, 162 emo- 
tionally handicapped children were 
provided servtces under the Handi- 
capped Children La/v We estimate that 

«*ate reimbursed local districts $55 
r)l/->"hild served under this statute. 



Under the Emotionally Handicapped 
Children Law, which served 63 children 
in 1972-73, v^e estimate that the state 
reimbursed the four participating dis- 
tricts an average of $793 per student-or 
about 14 times as much. Part of this 
difference is due to the fact that we 
were forced to use the average handi- 
capped child reimbursement for all 
children covered by this statute, rather 
than the amount spent on programs 
solely for the emotionally disturbed. 
However, it is our opinion (and that of 
State Department of Education offi- 
cials) that children served under the 
Emotionally Handicapped Children Law 
are in much higher cost programs than 
children served under the Handicapped 
Children Law. The reason that all dis- 
tricts are not being reimbursed under 
the Emotionally Handicapped Children 
Law is that the first four districts to 
have programs approved under this law 
used up all the appropriated funds. 
SUMMARY OF PRESENT SITUATION 
We estimate that ^.pproximately 
50400 Oregon school-age chdilren 



needed special education services in 
1972-73, of which about 32,200 (or 64 
percent) received services. Approxi- 
mately $17 million from federal, state 
and local sources was expended to 
provide those services. The State of 
Oregon's share of that total was about 
$5.1 million (or 30.1 percentf, while the 
federal government's share totaled 10.4 
percent and the local share was 59.4 
percent. Essentially, five acts of legisla- 
tion plus regional and state hospital 
appropriations account for disburse- 
ment of the state's share. 
We fo«.iCJ that: 

1. There appears to be considerable 
variation in accessibility to services 
among handicaps and that there is evi- 
dence of extreme variation in per pupil 
expenditures for programs at the local 
level. 

2. The state reimbursement systems 
for emotionally handicapped youngsters 
appear to be basically unequal. Consid- 
erably more state monies per child are 
disbursed under the Emotionally Handi- 
capped Children Law than under the 
Handicapped Children Law. 

3. Information about present pro- 
gram availability, content and cost is 
not readily available on a program-by- 
program basis. 

4. No one agency is charged with 
keeping track of the many agencies that 
Drovide services to students with special 
needs. For example, in i.estimony be- 
fore the Committee on Equal Educa- 
tional Opportunity, the Children's 
Services Division noted that they also 
provide services to some educable men 
tally retarded youngsters. 

5. There is no uniform agreement on 
the incidence of various handicaps in 
Oregon. The greatest conflict in this 
area concerns the percentage of children 
with learning disabilities. However, we 
do not view this as a major problem. It 
would appear that such a rate is almost 
arbitrary. 

Special Education 
Finance Issues ' ' 

Past discussions on special education 
finance have tended to revolve around 
the following four issues: 



1) The programming issue-Sincc all 
programs are not the same, a framework 
(whether explicit or implicit) is neces- 
sary to categorize what educational ser- 
vices can or should be offered. 

2) The cost determination issue- 
There are a couple of different bases for 
establishing costs and determining need. 

3) The funding level issue~The level 
of a state's participation in the funding 
of special education programs may 
influence the services offered by local 
districts. 

4) The funding formula issue~The 
scheme by which a state allocates funds 
may create incentives that either cofii- 
plement or distort state educational 
policies. 

Special educators tend to focus on 
issues one and four, while school 
finance people gravitate toward 
numbers two and three. Very little 
attention is devoted by either group to 
the first issue's relation to finance. Yet 
'he programming issue Is central; it 
constitutes the conceptualization of 
what the state is actually financing. 
Issues two, three and four logically 
emerge from the programming issue. 
Sound fiscal planning necessitates that 
each of these issues be discussed in a 
rational fashion. One systematic way for 
the state to approach special education 
finance is to first determine what pro 
grams it needs or wants to finance, then 
determine the total cost of providing 
these programs, and finally decide upon 
the funding level and an appropriate 
funding formula. 
PROGRAMMING 

Although actual practice reveals that 
all special education programs are not 
alike (even for children with the same 
handicaps), only lately have school 
finance formulas begun to take account 
of the cost differentials between vanous 
program alternatives. For example, 
Florida's 1973 school fmance law recog- 
nizes the cost differences between 
various programs by varying pupil 
weightings not only between handicaps 
but also among cunils with the same 
general handicap. There are twoclassifi 
cations and two weights, for instance, 
Q emotionally disturbed and learning 
• TObled children. New Mexico's 1974 



figure 5-1 

PLACEMENT OF HANDICAPPED CHILDREN 

Special Education Placement Options Type of Handicapi. nq Condition and 

Severity of Educational Problem 

1. Most learning problems handled in mild 
tfie regular classroom 

2. Regular classroom with consultation 

3. Regular classroom with supplement- 
ary teaching or special services 

4. Resource room plus regular classroom 



5. Part-time special class 

6. Full-time special class 


moderate to severe 


7. Special day schools 


severe 


8. Hospital schools 




9. Residential schools 




10. Home instruction 


temporary or permenent handicap 
which prevents school attendance 



school finance law weights program 
units (not pupils), depending on 
whether the program is primarily an 
itinerant teacher arrangement, a re- 
source room configuration, a special 
class for moderate handicaps or a special 
class for severe handicaps. The commis- 
sioner of education's office in Massachu- 
setts proposed in October 1974, that 
special education program funding be 
based on the number of full-time- 
equivalent students in the program 
multiplied by a weighting factor which 
varies depending on whether the student 
is partially integrated in the regular 
program, substantially separated from 
the regular program, educated in a 
separate day school, or required to 
attend a residential school. 

Many other states offer a variety of 
program arrangements without taking 
explicit account within their finance 
formulas of cost differentials among the 
programs. Colorado varies its program 
offerings partly by the severity of the 
given handicap. Generally mild handi- 
caps are served through itinerant teacher 
programs, moderate handicaps through 
resource room arrangements and severe 
handicaps through special class arrange- 
ments. In ^linnesota emotionally dis- 
turbed children are provided five alter- 
native programs: itinerant teacher, 
resource room, special class, individual 
caseload and small group instruction. 
Ohio offers itinerant teacher, resource 



room and special class arrangements for 
its visually handicapped children. 

The effect on the funding of various 
program alternatives in states that do 
not take explicit account of the cost 
differentials is realized by adjustments 
in allowable class size. For example, in 
Illinois, which offers both a school 
social worker program and a special 
class program for emotionall, mal- 
adjusted children, the allowable class 
size for the special class is one-half that 
of the social worker program. Such class 
size variations are eventually reflected in 
the amount of state funds allocated to 
districts operating "approved" pro- 
grams. 

Thirtv-eight states report having 
some range of program alternatives to 
meet the varied educational needs of 
their handicapped children.*" However, 
the options vary greatly from state to 
state. While Vermont reports six pro- 
gram approaches to deal with learning 
disabled children, its ne'ghbor, Maine, 
lists only one program approach. For a 
state that wishes to provide appropriate 
services for its handicapped population 
and do so in the most cos*-effective 
manner, it would seem that some guid- 
ance as lo which programs couk* be 
offered would be helpful. 

A review of special education litera- 
ture reveals that a number of special 
education theorists ha>/c also been 
advocating development of a conceptual 



framework for coiisideiatt jn of bpecial 
eduLJtton problems. Such j furnework 
would deltpedte a possible range of 
program alternatives that could be 
offered to handicapped children. Analy 
iis oT such o framework might also 
reveal characteristics that need to be 
considered in financing special educa 
tion programs. 

The most common scheme in the 
literature (and the one recommended by 
the Oregon Task Force on Special 
Education) for determining the place 
ment of handicapped children is pre- 
sented in figure 5-1.' 

As one proceeds down the list of 
alternatives, several tendencies may be 
observed ■ 

1. The programs are designed to meet 
increasingly complex educational needs. 

2. The demand for additional and more 
specialized personnel increases. 

3. Programs become more expensive as a 
result o^ hi(, »er personnel cosr . 

The major feature of this scheme is 
that It presents a broad range of educa- 
tional programs for exceptional children 
tn an organized fashion. While the 
choice of program options may vary 
according to individual state prefer- 
ences, the development of a program 
hierarchy nonetheless helps state policy 
makers visualize exactly what programs 
the state intends to finance. 

It is not necessary for the state to 
fund each program alternative separ- 
ately, nor to mandate tlwt such pro- 
grams be offered in every district. How- 
ever, it is irtiporcant to understand that 
program costs will vary not only as a 
function of the handicap but also as a 
function of the program option that 
best meets the needs of the individual 
handicapped child. If funding is to 
reflect costs, the state's reimbursement 
of local districts should reflect the cost 
of the different program options. 
COST DETERMINATION 

Once the array of program alter- 
natives IS identified, a means of deter 
mining the cost of each alternative must 
be established. Currently, costs gen 
erally are determined by empirical or 
theoretical means, or by a combination 
-'q-' two. 

National Educational Finance 
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Project has undertaken numerous empir 
ical studies of special education costs. 
These studies, which include the states 
cf Delaware, Kentucky and South 
Dakota, utilize data from actual school 
systems to estimate how much special 
education programs cost in relation to 
genera! education. For example, the 
NEFP researchers found that educa- 
tional programs in Delaware for emo- 
tionally disturbed children cost an 
average of 1 .92 times as much as general 
education programs in that state. Two 
major drawbacks of such studies (which 
the NEFP researchers point out) are 
that the relative cost of various program 
options are often not considered when 
developing the cost index, and that such 
empirical studies do not indicate how 
Wisely or efficiently funds are being 
expended for either regular or special 
education. 

Cost indexes can also be based on 
theoretical judgments of legislators and 
educators. For example, the state of 
Ohio estimated its total additional need 
for special education funds by defining 
class sizes for various handicapped pro* 
grams, then dividing the class size by the 
estimated total number of children In 
need of each program to calculate the 
number of teachers or specialists to be 
hired. They then multiplied by the 
average cost for each category of per- 
sonnel to determine total needed funds. 
A 1973 conference sponsored by the 
Council for Exceptional Children used 3 
similar approach. They first defined an 
array of program alternatives, then 
estimated t*^e number of children wit' . 
given handicap who should be served by 
each option and established pupil- 
teacher ratios for each option. Then 
they computed the number of personnel 
needed and multiplied this number by 
the average salary for each category of 
personn'^' to arrive at an estimated total 
cost. Since the theoretical approach is 
based on determination of the ideal 
class configuratiori c.nd size, it is only as 
goo'J as the conceptualizations of those 
people charged with determining the 
ideal class. 

The best approach is probably some 
combination of empirical data and 
judgmental QOinion. Tlie state need not 
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mandate class size or local educational 
resource configurations. The state of 
Ohio, for example, involved each of its 
school districts in the process of deter- 
mining class size and related educational 
program decisions. The state can decide 
what programs i^ wishes to fund and the 
cost of such pro^.ams in order to decide 
on the amount of funds il needs to 
allocate, but each district should be 
allowed to tailor its programs based on 
local need or expertise. Because the 
state of the art in educational pro- 
gramming does not permit determtna* 
tion of the one best program, such 
leeway at the local level is advisable. 
FUNDING LEVEL 

There has been considerable discus- 
sion on the proper level of state support 
for special education. In Oregon, these 
discussions ha^e mostly centered on 
whether the state should pay 50 per- 
cent, 80 percent or 100 percent of the 
excess costs. 

Perhaps the issue should not be the 
percentage of state support, but rather, 
equalizing local contributions. If the 
state were to reimburse all local districts 
for 80 percent of the determined costs, 
some districts could raise the additional 
20 percent much more easily than 
others. Special education funding 
should be at 100 percent of determined 
need and arranged to allow local dis* 
tr;cts to place children tn the program 
option that best meets the child's needs. 
OtttervWse, property-poor districts may 
be forced to place children in low cost 
programs regardless of their educational 
need. The exact level of federal, state 
and local support may have to be 
determint*d by whether handicaps are 
evenly distributed among school dis- 
tricts, if they are unevenly distribr.ted, a 
good argument can be made for 100 
percent feder/il and state support. 
FUNDING FORMULA 

There are several alternative funding 
mechanisms presently being used to 
finance special education, including unit 
financing, percentage* reimbursement, 
personnel eimbursement, straight sum 
reimbursement, weighted pupil formulas 
and excess cost plans. (The technical 
supplement at the end of this section 
describes each of these schemes and lists 



sMtes using each of thciii.) It ithouliihe 
noted that these schemes jn; noi (>n 
tirely distinct from one ciriothuf. unu 
approjch may closely resenible onother. 
depending on the poitiCitUu provisions 
assocuited with a given btvite forniuUi. 

In fact, if a state carefully determines 
the total cost of special education pro- 
grams according to defined program 
options and then appropriates the neces- 
sary funds, the choice of funding 
schemes does not seem to be critical. In 
order to do this, the stale needs to: 

• identify the overall handicapped 
population to be served (In doing so it 
would have had to establish incidence 
figures for each handicapping condi* 
lion.) 

• establish and define the program 
alternative< 

• estimate the number of children that 
would best be served by the various 
program options 

• establish the cost of each option for 
each handicap category 

• determine the total cost of providing 
services for the entire handicapped 
population 

If the state has done aU of the above, 
the reimbursement formula makes little 
difference, because all the programs will 
be reimbu.'Sed according to the defined 
need of each child. Unit reimbursement 
is based on the program option needed 
and weighted formulas require cost 
ratios for each of tht possible program 
options; excess cost forn#ulas reimburse 
local districts for extra costs above the 
cost of programs for nonhandrcappcd 
children; and per pupil reimbursem'^nt is 
based either on the full cost of each 
option, the personnel costs of each 
option or J straight sum for each 
handicap and program option. Nonethe- 
less, the same amount of funds would 
be made available under each method. 

In Oregon approximately 75 percent 
of the handicapped children are now 
being funded under inc excess cost 
meihod. If local district fiscal ability is 
equalized, by the adoption of one of the 
distribution plans described in chapter 
4, there is no need to change from the 
excess cost method. We therefore re 
jj'^mend that Oregon continue the 
f/^iss cost approach but base it on a 



P'ogum alternative framework that re 
cognizes that handicap program costs 
vary by both the handicap and the 
seventy of the handicap. The details of 
the act;.ial scheme should also address 
the criteria considerations presented 
eailier m this report. 

The National Picture 
and the Federal Role 

A recent national study conducted 
by the Rand Corporation for the 
Department of Health, Education, 
and Welfare identified over 50 major 
federal programs providing services to 
handicapped youth."** Most of these 
were within the Department of 
health. Education, and Welfare, but 
agencies as dissimilar as the Library 
of Congress and the Department of 
Defense also have such programs. Nearly 

55 billion has been expended annually 
by all levels of government on excep 
ttonal children in the 1970s, and over 

56 percent of this total was spent on 
spc^.lal education services. Problems 
With the present national service system 
for exceptional children fall within five 
major classes: 

1 . insufficient knowledge-concerning 
how many children are handicapped, 
the nature and seventy of their handi 
caps and where in a given state those 
children reside. 

2. inequity -with regard to access and 
level of services. 

3. gaps in certain critical services such 
as preventive, identification and referral 
services. 

4. inadequate control -due to the large 
number of institutions dispensing funds 
and services and the lack of program 
effectiveness data. 

5. insufficient resources only 59 per 
cent of those children assumed to be in 
need of services were actually rectjving 
them. 

PresenlH there are two bills before 
Congress (H.R.70 and S.6) that would 
make a substantial increase m the fed 
eral financial contribution toward the 
education of handicapped children. 
Both of these bills would aid the states 
in financing the "excess costs" of 
educating hcindicapped children. Tlie 
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bills would pay .ipproximately 75 pei 
ci.'iit of the (imount by which per pupil 
experulitures for hdiulii.dppL'il children 
exLL'L'il per pupil expendituies for all 
other children. While tlie outlook for 
both of tl.ese bills is uncertain, it seems 
safe to say that an increase in federal 
support of programs for the handi- 
capped seems likely. States that are able 
to clearly demonstrate their special 
education ne»ds will be in the basi 
position to effectively utilize any such 
increases. 

Summary off 
Recommendatiom 

I.We recommend that Oregon serve 
its entire handicapped population and 
fund special education on an excess cost 
basis based on a program alternative 
framework similar to that presented in 
this report. 

We estimate that S5.9 million would 
be required in new federal, state or 
local dollars to meet the needs of all of 
Oregon's handrcapped children. If the 
state were to assume all of these costs 
plus the present local share, the cost to 
the state would be S16.1 million. How- 
ever, any new funding level should be 
reached gradually (possibly over a six- 
year period) to allow time for proper 
planning and implementation. Our cost 
estimate is based on the state's present 
funding level, our estimate of Uit popu 
lation to be served and a predrcted 
savings of 12.5 percent through 
adoption of a program alternative 
arrangement.' ' We assume the federal 
share, which was about 10.4 percent in 
1972 73, will remain constant (however, 
the outlook is for an increase in federal 
monies). 

The proper mix of federal, state 3nd 
local funds is hard to determine. How 
ever, equity among program oHertngs 
for handicapped ciit! ken of different 
sciiool districts k> as important as equity 
amoruj offerings for regular children of 
difTere it districts, the quality of educa 
tinn should not be a function of the 
district's local wealth. Special education 
finance provisions should reflect, in 
some fashion, those for general educa 
tion. (A breakdown of our cost analysis 



IS tiiLluJeil 4ii the tectiiiu.ji supplunieiit 
of this sfCtion.) 

2. We recommend that the Oregon 
State Legislature direct the State De- 
partment of EduCdtiOn to establish a 
hu'iarchy of ptoijr .ni jlteinattvcs for 
handicapped chtldren and that the legis 
lature appiopitate 375,000 to conduct a 
study foi this purpose. Th»s study 
should involve state and local district 
people, should be completed by January 
1976, and should address the following 
areas: 

ci. assessment of incidence rates for 
various handicapping conditions in 
Oregon With attention to the geographi 
cal distribution of these handicapped 
childien 

b. establishment of program alternatives 
and the associated cost of each of those 
alternntives 

c. assessment of thi ^)ercenrage of each 
Handicap category that would best be 
served by each program alternative 

d. recommendation of a comprehensive 
plan for local distncts to meet the needs 
of handicapped children, including 
cooperative arrangements betwe**n local 
school districts and state agenciei 

e. recommendations on the best fundir' j 
scheme for Oregon, as well ar comments 
on the need for special provisions to 
counteract uneven geographic distribu 
tion and the advantages of advance 
funding as opposed to the present pay- 
back funding method 

f. assessment of the need for trained 
teachers, local administrators and state 
administrators to meet the demands of 
the delivery system 

g. recommendation on the proper 
phase in period, based on such factors as 
need for additional teachers and 'or need 
for retraining of present pcvsonnel 

h. assessment of the status and need for 
eady childhood programs for handi 
capped children. 

We foel that such a study js t jcessary 
to insure that additional funds will be 
spent in an adequate and effective man 
ner. Recent experience in Massachusetts, 
which funded a program for handicapped 
chtldren before studying the manner in 
which such monios should be spent, 
^'"Mtizes tho need for adequate plan 
and mvolvement in Oregon.' ^ 
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3. We lecommend tliat only one re 
imbursement formula be used to meet 
the educational needs of Oregon's 
handicapped population. 

Presently the Emotionally Handi 
capped Cfitldten Law and the Handi 
capped Children Law reimburse local 
programs for chtldren with emotional 
handicaps. We feel that this is not only 
illogical but also results in unequal 
amounts of state funds being spent on 
children wit»i similar needs. 

4. We recommend that the program 
for trainable mentally retarded children 
remain under jurisdiction of the Mental 
Health Division, but that a closer rela 
tionship be built between the Mental 
Health Division and the State Depart- 
ment *f Education. 

We feel cooperation is necessary be- 
tween all departments and agencies 
providing services to handicapped 
children in Oregon. A central clearing 
house for information on special educa- 
tion programs and the number of 
children who need various programs 
would greatly aid state decision making. 
Presently, it appears that agencies are 
hard pressed to identify this informa- 
tion for their own programs, let alone 
other agencies' programs. Total assess- 
ment IS needed-both public and 
private -in order to identify needed 
services. 

Tzdmical Suppleinent 

FUNDING FORMULAS 
Unit Financing 

Under a uni^ financing procedure 
school districts are reimbursed a fixed 
sum by the state for each designated 
unit of classroom instruction, adminis 
tration and transportation. In Ohio, for 
example, the state first prescribes a 
pupil teacher ratio for tho various cate- 
gories of handicapped chrldren. They 
then divide the total number of children 
in each category by the prescribed class 
Size to arrive at the number of "units" 
of each category. Reimbursement to 
local districts provides a set amount of 
money for a teacher and other operating 
expenses for each of these units. The 
state of Delaware utilizes a similar 
approach. Oregon's methods of reim 
bursement under the Mentally Retarded 
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Chtldren Law and Emotionally Handi 
capped Children Law fall into this 
general category. 
Percentage Reimbursement 

Under a percentage reimbursement 
program, a percentage of all special 
education costs incurred by school 
districts is assumed by the state. An 
example of this procedure is employed 
by Wisconsin. Consultants from the 
Wisconsin State Department of Public 
Instruction approve the cost of teachers' 
salaries, pupil transportation, special 
books, special equipment and other 
educational items for handicapped 
children. The state then pays 70 percent 
of these approved costs, with a few 
exceptions, such as a ceiling of $300 per 
unit for special books and equipment. 
Personnel Reimbursement 

Personnel reimbursement offsets the 
costs incurred by local districts hiring 
special staff. Illinois operates under this 
type of scheme. In 1971-72, for 
example, Illinois paid a maximum of 
35,300 for each special education 
teacher, school psychologist, full time 
special education teacher, or other pro- 
fessional worker. In addition, the state 
paid either one-half the salary or 32,000 
(whichever was less) for each non- 
certified person employed in special 
education programs. In order to qualify 
for these funds, local districts have to 
obtain approval for their programs from 
the Illinois State Superintendent of 
Public Instruction, who is charged with 
prescribing standards for special educa^ 
tion programs. 

Straight Sum Reimbursement 

Under a straight sum funding 
scheme, the state reimburses local dis 
tricts a set amount of money for eacK 
handicapped child, but the amount 
often varies according to the handicap. 
Arizona is an example of this type of 
scheme. In 1971-72, Arizona reim- 
bursed local districts 3380 for each 
educable mentally retarded child, 
emotionally handicapped child, or 
physically handicapped child, in addi 
tion, the state provided 3590 per 
multiply handicapped child, $690 per 
trainable handicapped child and 3526 
pur homebound child. The state pre 
scribes eligibility requL ^mer.ts and 



specific pioceclures to uleiitifv sucti 
pupils in order to obtain sKito iiicl. 
Weighted Pupil Formulas 

The weighted formula system reim- 
burses local disYricts for regular per 
pupil expenditures, multiplied by a 
factor which may vary by disability. 
Typically, a state operating under this 
scheme uses such an approach for its 
overall finance system. For example, in 
Florida a regular student in grades foui 
through len is given a weigJit of one. 
Students in other grades or in other 
categories (e.g., vocational students and 
handicapped students) are weighted at 
some figure above one to reflect the 
greater cost of providing services to 
these students. The state then sets a 
base reimbursement fiyure for normal 
students in grades four through ten and 
multiplies this figure ny the weights for 
students in the other categories. For 
example, if a weight of 1 equals $579 
and an educable mentally retarded child 
has a weight of 2.3, the reimbursement 
figtiie for each trainable mentally 
retarded student is SI ,231 (2.3 times 
8579). Florida utilizes 15 different 
weightings for handicapped students. 
Utah, which adopted a weighted ap- 
proach in 1973. has ten different 
weights for handicapped chikire i. 
Excess Cost Formula 

Under 'he excess cost fotmula, 
school districts determine the per pupd 
cost of educating a hmdicapped child 
and then subtract the cost of educating 
a nonhandicappnd child in the same 
district. A percentage of the difference 
is then reimbursed by the state. The 
states of lowr :nd Tennessee, among 
others, utilize tnis approach. In Ten- 
nessee the state share is 100 percent of 
the excess cost, as long ps such excess 
does r,ol exceed S300 per child. 



COST ESTIMATE FOR HANDICAPPED EDUCATION IN OREGON TO SERVE 
100 PERCENT OF THE CHILDREN NEEDING SERVICES 



A. Estimated Incidence Rates and Estimated Population being Served 



Educable Menljlly Retaided 
Trainable Mentally Retarded 
Multi-handicapped 
Homebound 

Crippled & Physically Handicapped 

Speech Impaired 

Hearing Impaired 

Visually Impaired 

Emotionally Handicapped 

Learning Disabilities 

Pregnant Teenage Girls 

Totals 



No. Being 
Served 
5,970 
included in EMR 



1,872 
13,583 
1,269 
290 
225 
8,759 
214 
32,182 



Est. No. Handi- 
capped Children 
10,288 



2,485 
17,395 
2,485 
3,347 
9,940 
4,970 
2,485 
53,405 



B. Federal, State and Local Funds Expended in 1972-73 



Federal 
Title 1 
Title Ml 
Title VI B 
Title VI C 
Voc. Ed. 

Title Vl-D 
Title I (MHD) 
CSD (MHD) 
Total 



S462,289 
231,256 
240,955 
142,300 
191.000 
171.000 

42,906 
240,340 

57.818 
$1,779,864 



State 

Mentally Retarded Children Law $1,449,751 

Handicapped Children Law 1.343,384 
Emotionally Handicapped Children Law 50,000 

Regional & Special Prog-ams 1,517,484 

Mental Health Division (MHD) 800,697 

Total $5,161,316 
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Local 

Mentally Retarded Children Law $2,666,667 
Handicapped Children Law 6,194,413 
Emotionally Handicapped Children Law 51.809 
Mental HcaKh Division Programs 1,306,887 
Total $10^19,776 

C. Cost Projection Analysis 

1. Present Expenditures (federal, slate, local) 

2. Percent of present population being served 
(32,817/51,538) 

3. Projected cost to SPrve entire handicapped 
population given present delivery system (17.1 
million divided by 63.8%) 

•1. Savings ^'om new program alternative framework 
(12.5% times $26,388,888) 

3. Projected total cost to serve entire handicapped 
population under the program akernative framework 
when it is fully phased in ($26,388,888-$3,298,611) 

6. Less federal expenditures (assume to remain at 
the Present levd*) 

7. Equals amount of state and local monies needed to 
meet needs when fully phased-in 

8. Less present level of state support 

9. EquaU total amount of new state money needed 
if the state assumed the entire local share and federal 
support rernained at present level. 



$5,161,316 

Total % 

Federal $1,779,864 10.4 

State 5,161.316 30.1 

Local 10,219,786 59.5 
Total $17,160,966 



$17,160,966 
63.8% 

26,898,066 



3,362,258 

23,535,808 
(An increase of 
$6,374,842 over pre- 
sent expenditures.) 

1,779,864 

21,755,944 



5,161,316 
16,594,628 
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COMPENSATORY 
EDUCATION 




Enactment of the 1965 Elementary 
an J Secondary Education Act (ESEA) 
ma-'ked this r. nion's first significant 
effort to incorporate the individual 
characteristics of students into a school 
finance formula. Passage of the ESEA 
was justified on grounds that a substan- 
tial portion of the elementary and 
secondary school population was 
"educationally disadvantaged" and, un- 
less assisted, such students would not 
maximize their potential as individuals 
nor become full participants in the 
nation's economy.*"* Title I of the act is 
intended to provide such assistance. 
Because of the link between low school 
achievement and the incidence of low- 
income households, the Title I distribu* 
tion formula employs measures of 
family poverty as its principal com- 
ponents. Title I funds are intended to 
enable school districts to provide special 
services to disadvantaged students to 
compensate for the effects of poverty 
and low school performance. 

Congress appropriated slightly less 
than $1 billion for the initial yea"- of 
Title I's operation. Since that time, the 
annual federal dollar level has more than 
doubled. Title I allocations are based on 
the number of children from ages five to 
seventeen within each state who are (1) 
in institutions for the neglected and 
delinquent, (2) in foster homes, (3) 
from households receiving Aid for 
Families with Dependent Children 
(AFDC), or (4) from families with 
adjusted annual incomes at or below a 
defined poverty level. It is the low 
income and AFDC categories which 
account for most of the eligible 
children, in Oregon and in the nation as 
a whole. 

Approximately 15 percent of the 
n a t i on's students are eligible for 
federally funded compensatory educa- 
tion programs under the above defini- 
tion.^" The proportion of Oregon's 
student population which is eligible for 
Title I benefits is substantially (ess. In 
the 1974 school year, 47,725 Oregon 
students were eligible. Of this number, 
19,583 were from low-income families, 
23,575 were from AFDC households; 
and the remainder were from the other 
two Title I categories. ^ 
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The relatively :ow proportion of dis- 
advantaged students in Oregon com- 
pared to the nation as a wtiole suggests 
that there is no need for additional state 
funds for a compensatory education 
program. That, however, is emphatically 
not the case. There are compelling 
arguments for state level recognition of 
disadvantaged students. 

First, federal funds are fnsufficient. 
The dollar appropriations level is simply 
too low to permit districts to serve all 
eligible students and simultaneously 
meet the spending constraints which the 
federal government imposes on the use 
of the funds. For example, in 1974 
Portland had 1 1,902 children within the 
Title I eligibility categories. Of that 
number, only slightly more than 8,400 
were actually seived by compensatory 
education programs. The federal funds 
simply did not stretch far enough. 

At this writing, no precise figures are 
available on the total number of stu- 
dents actually served by Oregon's Title I 
programs. However, if we extrapolate 
from available Portland figures, there 
are probably 15,000 eligible students 
statewide for whom no services are 
offered. Such a figure is based on the 
1973-74 ESEA Title I poverty defini- 
tion. Use of the 1974 Orshansky index 
distribution criterion will probably in- 
crease the number of eligible children. 

In addition to the discrepancy 
between eligible childr^ and those 
actually receiving services under Title I, 
there are other categories of students in 
Oregon whose personal characteristics 
call for more intense schooling. Again, 
we have been unsuccessful in obtaining 
accurate figures, but it is likely -at 
Oregon has significant igrant, bi- 
lingual, and Indian studeni populations 
in need of additional services. A modi- 
cum of federal money exists in each of 
these student categories to aid school 
districts, but the total amount appears 
insufficient to meet the need.^^ 

Second, federal funds do not take 
into account the overall burden on 
expenditures that high concentrations 
of disadvantaged students place on a 
district.^ This is particularly relevant 
for Oregon. Though every Oregon 
county contains Title I eligible children,. 



thtMf numbers .ire not cM^eiily Liutii 
biitecl. It IS lit Uie sl.tU*'. iiihiin jilms 
thJt eligible students lend to be Luncuii 
traitJ. For ex*implu, the 11,902 Title I 
pupils who attend school iii Portland 
constitute jlniust 25 percent of the 
stJte totji. Seventeen percent of Port 
land's total enrollment is defined as 
"educationjlly disacK.intaged." This is 
higher thjn the average for the nation 
and almost twice the proportion of 
eligible disadvantaged students for the 
state as a whole. 

Moreover, these pockets show signs 
of worsening. For example, the propor- 
tion of Portland's students from AFDC 
households has increased from 12.1 
percent m 1971 to 15.7 percent in 
1974 Similarly, State Department of 
Education officials estimate that the 
number of cliiklren from non English 
speaking homes has inci eased several 
fold over the last decade. 

Disproportionately high conccntra 
tions of economically disadvantaged 
children impose a substantial financial 
burden on schools they attend. This is 
the case for a number of reasons, some 
immediately evident, others more 
subtle. From the outset these students 
require added personal attention to pre 
pare them adequately to take advantage 
of school. Such intense attention is 
itself expensive. Howcjer, when there 
are but one or two such students per 
classroom, the regular teacher can adjust 
his schedule and steal a few minutes 
each day from other duties to somehow 
find the necessary time. However, when 
the number of children from low- 
income households begins to constitute 
25 percent or more of the class or 
school, the ability of the individual 
teacher to respond is vastly reduced.'^ 
Typically, with such high concentra 
tions. It IS necessary to employ addi 
tional staff and reduce significantly the 
numbers of students for which each 
teacher is responsible. 

Studies described by eminent 
psychologist Kenneth Clark^** and the 
results of inquiries sjch as the "Kerner 
Commission"^** support the conclusion 
that high concentrations of poverty 
fo«»"r social ills substantially out of 
ortion to the number of individuals 
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iiivolvetl. Further validation of this posi 
tion stems from the research studies of 
Gaims and his colleagues. Using a wide 
sample of students from New York 
^tate, they figured that, when linked 
together, measures of diSddvantage such 
as low income, broken homes, over 
crowded housing and low levels of 
parental education, had a multiplier 
effect on student school achievement. 
That IS. the concentration of such con- 
ditions appears to trigger an interaction 
which IS much more harmful than when 
such conditions occur in smaller 
doses.^" 

Aside from added instructional ex 
penses incurred m corr»pensating for 
Such conditions of poverty, there are 
additional, subtler costs. For example, 
low income children tend to be extra 
orclinarily transient. It is not unusua for 
innei-c:ty schools to report pupil turn 
over rates as high as 100 percent during 
a school year. A teacher may be dealing 
with a separate population in June than 
at the beginning of school the preceding 
September.* ' The sheer logistics of 
accounting for such mobile students, 
their instructional materu' * and school 
records results m added costs. Add tc 
this the loss of items such as textborUs. 
Also, such children frequently are badly 
in need of health care and counseling 
services. For these and dozens of addi 
tional reasons, local school districts 
faced with larce numbers of children 
from poverty impacted homes bear an 
onerous financial burden which is 
usually difficult to meet from local 
resources."* ' 

ritlel 

Any attempt to develop a tate pro 
gram for compensatory education 
should take into consideration the 
operation of Title I funds and the 
problems and controversies surrounding 
them. 

States which receive Title I funds are 
responsible for allocating precise dollar 
amounts to counties and school dis 
tricts. Local districts are directed by 
federal rpgulations and guidelines to 
concentraio Title I funds on those stu 
dents who are most m need of compen 
satory educational services. In ordt.r 



dettiimine the neediest of students. 
mai.>' school districts utilize both 
mcoi it, measuies and test scores. 

Compensatory education funds 
received by a local school district can be 
used to provide a wide variety of educa 
tional services for eligible pupils. Most 
frequently, the funds are employed to 
provide intensified instrucuon in 
reading, mathematics, and other basic 
skills. This is especially true at the 
elementary level where approximately 
80 percent of Title I funds are directed. 
Beyond the strict definition of formal 
instruction. Title I funds can be used fc 
endeavors such as diagnosing a child' 
learning impediments, providing basi 
health care and purchasing health aids 
such as glasses, providing psychological 
counseling or. under some circum- 
stances, buying clothing foi a child. At 
the inception of Title I. funds were also 
frequently used to take disadvantaged 
students on field trips to museums, 
industrial settings, dramatic events and 
various cultural activities. The intent 
here was to expand the world with 
which these children typically have con- 
tact and so expand their interests and 
elevate their level of aspiration. In 
recent years, however, the use of Title I 
funds for such purposes appears to ha.c 
diminished.^ ^ This is probably a con- 
sequence of inflation outrunning in 
creased federal funding and increased 
emphasis on raising the achievement 
level of poor youngsters m reading and 
mathematics. 

In the early years. Title I programs 
throughout the nation were hard- 
pressed to demonstrate any sionificant 
measure of success. A study conducted 
for the U.S. Office of Education by the 
American Institute of Research ex- 
amined all ESEA Title 1 program evalua- 
tions for thr period between 1965 and 
1970. This analysis concluded that less 
than 100 programs throughout the 
United States even had an evaluation 
design which would permit valid assess- 
ment of pupil performance.^'' The num 
ber of compensatory programs which 
demonstrated significant gains was less 
than 20. As might be imagined, this 
early record was cause for substantial 
disappointment and skepticism among 



niiikeis 

SuiLU 1970, UVcllUjtlUil ifpuit^ ut 

Titiu I piuqunis Jie bubstdnttjlly niuie 
hupefui. At the lejst, eilui.cJluis jpptMt 
to iuivu buCuiiie niuie bupliiiliLdieil 
iibuut uvciloJt»uM. Moit Title 1 pujyuinib 
die now tiCLoiiipdnieJ by j lesejiLli 
der>»yn vvhtcli peimits jclumIi* jbSi>sb 
mem uf the degree to wtiicli bluileiils 
iiie iejiiitiig. FiiitiieiiHure, d teceiU com 
piUitH>i» of Tale I eViiludtioMN by the 
Stdiifoul Rebetiich Instttute ievejls tlijt 
literally huiulieJb of sulIi piogurns 
aciobb the Uiuted States are now 
derioj^stuittng hujhei levels of puptl 
peifoiiiKuiLe/* The tvpjcal mejsuie of 
!>iiLLess whettiei J piogft^ni can 
denioNbtiitte, on the aver age, jt least 
uMi» month's ga»n ui leailmg tichieve 
meni foi every niontn stutlents are 
eniolltd in the program/ ' This is 
admtltedly a nanow cr»ter»on, but 
tecent lesults aie indeed encoui aging. It 
appears thai bcliools at last are leamirig 
to tailor a range of services moie closely 
to the uul.vidua! characteristics of dis 
advantaged students. 

Over the last seveia , us, some 
bChyul ftnance expeits, public commis- 
sions, and legislative study groups have 
advocated that school finance formulas 
explicitly recognize low student per- 
formance/"^ The Michigan legislature 
has embodied the idea ii statute by 
pioviding $200 per pupil m ^^ate monies 
beyond tht! federal litle I fuiuK to 
scliool districts with Concentrations of 
children who score low on state 
administered achiever* eiit tests. * In 
1973 Congiessman /^it-eit Quie from 
Minnesota submit tp;i an amendment to 
ESEA Title I winch would fiave changed 
the distnbutioM formula from its pre 
sent poverty base to a low-performance 
base. Qiue desired that eacli state's 
entitlement U calculated in terms of 
tlie number of studerMs scoring below 
some specified level on statewide 
criterion-referenced tests/** 

The Quie peiformance proposals 
were not passed by ine 93rd Congress. 
However, huiiifUjs oi thf» amendment 
seivexl to elicit a substantial number of 
Dlamts with the present Title I 
i|/^"iula, Critics contended that the 



f oi mei annual fam ily income levels 
(both the operational figure of S2,000 
and the stated $3,000) were naively 
low, that AFDC measures are subject to 
un accept ably varied standaids of 
admuiistiation. ami tliat ttie use of 
census dtita toi determining eligibility 
means ttiat figuies are always out of 
date. Clitics of tlie poverty based 
iornuiUi further aigued that what was 
really important was to have school 
districts address themseUes specifically 
to the remediation of low-achievirig 
students. Since the tie between poverty 
and pool school performance is not 
perfect, they felt, the direct step of 
distributing federal dollars on tlie basis 
of test scores makes more sense.'* * 

While acknowledging that poverty 
measures are far from perfect, others 
criticized test scores as an allocation 
criterion. They felt that (list ril)u ting 
money on such bases exceeds the capa- 
bility of the testing art, is too expensive 
to administer, may establish incentives 
for poor performance, and runs the risk 
of federally-established riational corn 
cula. 

Performance advocates ultimately 
dropped their case, at least temporarily, 
and voted for new measures of poverty 
levels instead. The new version enacted 
by Congress in 1974 (HB69) depends 
heavily upon a more complex measure 
of poverty,, the so called Orshansky 
Index. This is an income measure cor 
rected for the number of children in the 
household and whether the family 
resides in a . urban or rural area. The 
new fornuilas also account for the pei 
ce.itage of AFDC childien in a school 
district. 

Developing a State Program 

One of the en tical questions in 
developing a state compensatory educa 
tion grants sv/^'fem is how to identify the 
"disadvantaged" student population. 
\A/liat are the best measures poverty, 
pupil performance or something else? 
Poverty can be measured by four pn 
mary indices winch can be included in a 
school finance distribution fornuila (1) 
family income as measured by census 
data or state income tax mfonnation, 
(2) AFDC payments, (3) lhi> Orshansky 
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Index and (4) a combination of the 
pieceding. The most common form of a 
pupil peifoimance dis'tibution scheme 
has been based on test scores. 

In addition to poveity and perform- 
ance measures, it is possiljle to incor- 
poiate other student characteristics into 
a btate aid distribution formula. Foi 
example, the number of migrant and 
non English speaking students in a dis 
ttict can be used as a basis for allocating 
compensatoiy education funds. Mea- 
sures of "overburden," such as student 
transiency rates, can be used to gauge 
district need for compensatory educa 
tion funds. Various indices of dis- 
advantage can also be linkerl together. 
For example, it is possible to combine 
measures of poverty (i.e., Orshansky 
Index and AFDC) or to permit a district 
to count both AFDC and non English 
speakrng students. Lastly, it is possible 
to permit a school district to use 
poverty, performance, or overburden 
measures to determine its entitle- 
ment.'*' 

The heated controversy over eligi- 
bility testifies to the fact that no perfect 
measure exists. However, for Oregon 
AFDC payments appear to constitute 
the best available measure of identifying 
tlie compensatory education popula- 
tion. It is by rio means a perfect 
measure of educational disadvantage; it 
misses some students who need assist- 
ance and embraces a few who do not. 
Moreover, not all counties administer 
the AFDC payment program in the 
same manner. Nevertheless, compared 
to the practical alternatives, AFDC eligi- 
bility appears to be the most expedi- 
tious indicator. Oregon does not now 
liave a statewide testing program and 
exhibits little prospect of inaugurating 
one m the near future. State income tax 
data are not collected in a form useful 
for school district finance distribution 
purposes. 

Another crucial policy component is 
the amount of money to l)e provided. 
Regretfully, there is lo generalized 
formula which tells us the dollar level 
necessary to achieve a specified le^^el of 
student achievement.'^^ Consequently,, 
compensatory dollar levels usually com 
bine existing best p. ictices witli eco 



nomic and political feasibility. But 
whatever the dollar amount of the 
grants, they should be sutficient to 
permit a serious effort to compensate 
for educational disadvantages rather 
than just a token gesture. 

In terms of effectiveness, the condi- 
tions of distribution can be as important 
as the amount of the grant in a state 
compensatory education program. As 
we have pointed out, disadvantaged 
children do not impose an equally- 
distributed burden upon all Oregon 
school districts. Some districts have no 
disadvantaged pupils, others only a few, 
and still others have many. Wherever 
such children reside, they are deserving 
of intensified instruction, and state 
funds should be available to ensure that 
end. However, even more state funds are 
necessary if the needs of students in 
highly-concentrated settings are to be 
corrected. Consequently, we propose a 
sliding payment schedule which esca- 
lates the amount of aid in relation to 
the concentration of eligible pupils. 
Using 1973-74 as an example, we 
recommend that the state provide dis- 
tricts with five percent or less eligible 
students an additional $200 per eligible 
student in state funds. For districts with 
between five and ten percent eligible 
students, state compensatory education 
payments should be $200 per eligible 
student for the first five percent and 
$400 per student over Nve percent. In 
those few districts with more than ten 
percent eligible students, state payments 
should be $200 for the first five percent, 
$400 for the second five percent, and 
$600 per student over ten percent. No 
particular minimum local tax effort 
should be necessary to qualify for these 
funds. 
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OCCUPATIONAL 
EDUCATION 




Education for the world of work is in 
transition, seeking different definitions 
and orientations. New concepts of 
occupational and career education are 
broadening the base of federal and state 
activity beyond the bounds of tradi- 
tional vocatiOiial education.'*'* Un- 
fortunately, the federal government has 
talked a great deal about new career 
education but only earmatked $15 mil- 
lion or it. Almost all the federal pro- 
gram money (over $265 million) 
continues to support the old vocational 
education approach. For states like 
Oregon, where there is no state financial 
support for occupational or career 
education, this means efforts to intro- 
duce the new concepts will be hindered. 

Indeed, this has been the case in 
Oregon where planning is defined by the 
availability of federal funds. Through 
the leadership of the State Department 
of Education, Oregon has moved 
quickly into the new concepts of career 
education and job clusters. Career 
education has been incorporated into 
planning goals, and clusters such as child 
.are, electf-onics and forest products 
have been developed. But their use in 
the schools depends on the availability 
of federal funds and the constraints in 
federal legislation. Policy-making has 
thus been influenced by the federal 
statutes and planning has been limited 
to deciding how best to use the lin.'ted 
federal funds. 

The state currently collects informa- 
tion only on the impact and expendi- 
ture of federal money spent in grades 
11-12 and at the community college 
k^el. Information about students below 
11th grade who are taking career educa- 
tion courses supported by local money 
(about 50 percent of them are in agri- 
culture) is not gathered by the state. 
The State Department of Education has 
recognized the need for a thorough 
study of occupational offerings in 
Oregon and is now beginning to collect 
information on local occupational 
education programs. But as long as the 
state relies solely on federal funds, the 
information gathered will probably be 
inadequate for planning purposes. 

In other words, the development of 
occupational education in Oregon is 



hindered both by a Lick of data on 
programs currently being offefed and a 
lack of state funds. Progress will be 
unlikely until the state assumes some 
financial responsibility for career educa- 
tion programs. Until then there will be a 
shortage of good data and consequently 
little effective planning. But before we 
discuss what the state's role should be, 
It is necessary to consider the purposes 
of occupational and career education. 

Direction 

The development of occupational 
education has been marked by consider 
able confusion. However, a review of 
the literature reveals agreement that the 
basic goals are to help students get good 
jobs after leaving school, keep those 
jobs and then advance to better jobs as 
soon as possible.'*^ 

Steps most often mentioned as in- 
strumental to these goals are: 

helping students acquire specific 
marketable job skills 

helping students acquire general 
work skills (communication skills, inter- 
personal skills, problem solving, etc.) 

helping students acquire credentials 
needed to qualify for jobs 

helping students choose wisely 
among available occupations 

Career education includes the con- 
cepts of vocational and occupational 
education, but broadens them consider- 
ably. The State Department of Educa- 
tion's plan for fiscal year 1975 encom- 
passes the following conception of 
career education. 
ANNUAL AND LONG RANGE 
PLANNING AND BUDGETING 
FISCAL YEAR 1975 

Career education, as an integral part 
of the total educational program, 
embraces the concept that each indi- 
vidual IS called upon to perform several 
basic functions or roles throughout his 
lifetime, including (1) learner, (2) pro- 
ducer, (3) citizen, (4) consumer, (5) 
individual and (6) family member. 
Oregon's educational system must pro- 
vide insight, exploration and prepara- 
tion in these and other life roles con- 
tinuously and at the appropriate interest 
Q ' comprehension level of each 




' ler. Using the occupational role as a 



major focal point, a curriculum may be 
organized to include appropriate 
knowledges and skills that enable 
persons to perform successfully in the 
role of a producer and assist them in 
other related life roles. 

The primary purpose is to emphasize 
the vocational education goals, objec- 
tives and activities for the State of 
Oregon while depicting their relation- 
ship to the total career education con- 
cept. 

PROGRAM GOAL AREAS 
Awareness 

Provide the opportunity for all 
elementary students (K-6) to develop 
and expand their understanding of 
themselves in relation to their career 
development. 
Exploration 

Provide the opportunity for all stu- 
dents in grades 7-10 to explore broad 
career fields with emphasis on their 
relationship to one's interests, aptitudes 
and abilities. 
Preparation 

Provide the opportunity for all 
secondary students (11-12) to pursue 
and develop the knowledge and skills 
necessary for employability in an identi- 
fied occupational field. 
Specialization (Post-secondary and 
Adult) 

Provide the opportunity for all stu- 
dents to enter and exit educational 
programs according to individual needs 
for specific occupational training. 
Apprenticeship 

Provide support and educational 
opportunities to registered apprentices 
in Oregon. 

Like occupational education, career 
education development has also taken 
place amid confusion and controversy. 
Whether this is because the concept of 
career education is new or because it 
broadens previous definitions, objectives 
like those included in the preceding plan 
become more controversial when 
examined in detail."*^' 

For example, there is a constant 
dilemma over short and long run bene- 
fits. Should schools encourage students 
to "shoot high" for jobs and risk dis- 
appointment or risk underemployment 
by reinforcing, "realism"? Opinions also 



differ over the best mix of specific, 
marketable job skills and general work 
skills. There is some danger that market- 
able skills may lead to predominantly 
low paying, low status jobs with little 
hope for advancement. 

This latter problem raises the ques- 
tion of which schools are best suited for 
teaching various career skills. There is 
considerable evidence that the K-1 2 
public schools are better for teaching 
general skills than specific skills. Com- 
munity colleges currently provide many 
opportunities for specific occupational 
education, and public K-12 schools can- 
not change staff rapidly enough to 
respond to changing labor market de- 
mands. Generally, schools must be quite 
large to have teachers with the variety 
of skills needed for a balanced career 
education program. 

Another issue is who should receive 
career education. Some assert that all 
students should be rpquired to partici- 
pate in some kind of career education or 
occupational preparation program. 
Others feel that only those students not 
interested in college should be required 
to enroll in such programs. 

Such disputes raise the question of 
how career education should be organ- 
ized. Some advocate alternative school 
models that include career education, 
while others suggest that only certain 
special programs should be centered 
around career education and specific 
technical skills. Still others foresee 
career education as special units added 
to the school curriculum, specific 
courses within the curriculum, or special 
services offered outside the curriculum. 

Such problems are part of any de- 
veloping concept, especially one that 
expands existing definitions, like the 
Oregon State Department of Educa- 
tion's career education concept. 
Although the department's plan puts 
more emphasis on planning and ade- 
quate funding and is broader than the 
present federal definitions, it is still 
narrower than the approach we 
recommend. 

Goals for Policy Makers 

Five goals emerged from a recent 
National Institute of Education con- 



feience on caiefti t»(lu(\Hion whicli we 
feel should be tippiuMl lo stjtc and 
federal caieer education efforts.'* 

1 Career education should help 
secure a better match between each 
individual's chaiactenstics and compe 
tencies and the career opportunities 
available. 

To achieve this, thiee considerations 
are important. Fust, students need 
o^jportunities to try a range of different 
occupations, whether through actual job 
experiences, simulations, or other 
means Second, students need to know 
about the career orDpor turn ties available 
in their immediate environment and 
beyond Third, students need oppor- 
tunities to discover their own aptitudes 
and interests This might be provided 
through the use of appropriate diagnos- 
tic tests and interviews with trained 
counselor^. 

The primary consideration is for 
students to know whether their own 
aptitudes and interest fit the demands 
of the job Children sometimes are 
encouraged to focus upon specific occu 
pationaf goals at an early age. These 
goals are frequently narrow in scope and 
ill suited for the child's aptitudes. In 
such cases it is especially important to 
provide opportunities for students to 
learn about different occupations than 
they know about or have been en- 
couraged to pursue. 

2 Career education should help 
youngsters develop awareness of adult 
roles and the capabilities needed to 
meet the requirements of those roles 

One of the consequences of modern 
American technology is that it has 
separated the young from adults. The 
lack of frequ-'^nt significant contacts 
with adults creates a lack of models 
through which the young can discern 
adult attitudes and styles of thought 
and action. 

3 Career education should provide 
more diverse routes to recognition and 
reward for competencies in school. 

Schooling in the United States re- 
wards verbal and mathematical skilh 
most highly. Nevertheless, social pro 
ductivity and personal satisfaction can 
achieved through the exercise of 
) 1^"' competencies, such as mechanical 



ability. Yet schools, because of their 
trjdrtional reward system, inadvertently 
penalize students whose principle 
aptitudes aie not m the verbal or mathe- 
matical areas. 

4. Career education should help 
youngsters comprehend and learn how 
to uifluence the workings of the 
economic -political-social system m 
which they live. 

Our socio-economic system is actual- 
ly a complex maze of systems, and 
successful negotiation of that maze is 
not guaianteed by the presence of skills 
or competencies alone. Career patterns 
and other opportunities are not always 
based on the recognition and reward of 
ability. To help children learn how the 
system operates, how decisions affecting 
them are made and how various pres- 
sures influence such decisions is relevant 
to any adequate conception of career 
education. 

5. C/»''cc» education should provide 
high school students with the oppor- 
tunity to acquire sufficient skill and 
knowledge to support themselves 
honorably when they leave school. 

Few opportunities exist for students 
to acquire the skills necessary for suc- 
cess in the world of work. For college- 
bound students the problem is even 
more severe. Their ambitions and the 
pressures they feel from universities, 
combined with a lean job market, pre- 
clude most opportunities for wage- 
paying work. Thus, we have a situa- 
tion where few adolescents have the 
chance to acquire wage-earning compe 
tenctes. 

As Oregon moves further into career 
education and develops the broad ap 
proach descnbed by the State Depart 
merit of Education plan and our recom- 
mendations, the state will have to 
provide the necessary lesources. Other- 
wise, federal limitations and a lack of 
funds will hamper any serious effort. 

We recommend an initial state contri- 
bution of Si million. We feel this would 
be enough to allow the necessary in- 
formation gathering and free the state 
from dependence on federal funds. This 
would then allow the state to effectively 
plan and implement its own program of 
career educatron. 
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Recommendations 

Many possible approaches to state 
funding were outlined in the section on 
education of handicapped children, but 
we feel that two of those approaches are 
most relevant to career education in 
Oregon: the pupil weighting system and 
categorical funding. 

We recommend the categorical 
method because Oregon lacks the in- 
formation needed for pupil weighting 
and because the job cluster and career 
education approach suggests a need for 
greater flexibility. The pupil weighting 
system recognizes excess costs and 
allows considerable adjustment for high 
cost programs. The mcreased state sup- 
port provides an incentive for local 
schools to expand their occupational 
offerings. However, pupil weighting is 
surrounded by conceptual and method- 
ological problems. 

Two states, Florida and Utah, have 
adopted elaborate pupil weighting sys- 
tems for vocational, occupational and 
career education. But there is no agree- 
ment on the desirable costs for various 
programs. This is a common problem rn 
such a system. A recent Texas study, for 
example, weighted office occupations at 
a range of 1.24 to 1.42 while the 
National Education Finance Project re- 
commends 1.80.''^ 

Nor IS there agreement on how to 
select the exemplary local education 
programs that should be used as the 
basis for state cost determination. Some 
states use nominations by professors or 
the state education department. Other 
states use sampling techniques from a 
number of "expert" sources. No matter 
which approach is used, the assumption 
IS that existing practices aie the best 
practices. This overlooks the possible 
cost-savings of such innovations as dif- 
ferentiated staffing, educational tele- 
vision, computer-assisted instruction, etc. 

Another problem. is deciding how 
many weights to use. Using only one 
weight for all vocational programs, en- 
courages districts to offer the lower cost 
vocational piograms, so they can keep 
within their overall budget or even 
divert state vocational education money 
to the regular piogram. If multiple 



weights are used, thou* is t\ cUmgdt of 
supporting outmoded occupations and 
discouraging job clusters that consoh* 
date several vocational education catc* 
gones. With job clu<;ters and new voca- 
tions changing rapidly, specific 
weightings of programs may lock in 
outdated occupational training pro* 
grams. 

A more suitable approach would be a 
state categoiical program to supplement 
the federal program and develop new 
curriculum approaches such as job 
clusters and career exploration. Such a 
program could begin filling in the gaps 
caused by dependence on federal funds. 
Especially needed are improvements in 
information services and manpower and 
job data systems.'' 

Since no federal money can be used 
below age 15, a state categorical pro- 
gram could be used to stimulate occupa- 
tional programs in the early grades. 
Priority could also be given to school 
districts with special needs such as large 
numbers of disadvantaged pupils. Until 
the federal government finally ear- 
marked funds for the disadvantaged in 
1970, very few of these pupils received 
any occupational training. 

Any significant expansion of occupa- 
tional programs would need to consider 
facilities shortages, particularly in small 
school districts. Facilities problems 
could be mitigated by increased use of 
off campus programs and community 
colleges. In rural areas mobile facilities 
(which would be difficult to fund under 
a pupil weighting system) could be used. 

In short, categorical programs at the 
recommended SI million level can be 
used to provide "seed money" for re- 
directed programs, rather than sup- 
planting local efforts. Local budgets 
could then gradually absorb the costs of 
the new programs, perhaps through use 
of other state money as overall state aid 
increases under a fiscally neutral system 
of school support distribution. 
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SCHOOL FACILITIES 




A Possible State Role 

There is no logical reason to treat 
facilities differently than current oper- 
ating expenses when devising an 
equitable state finance plan. Indeed, the 
Arizona Supreme Court declared that 
state's financial system invalid on the 
basib of inequities in both operating and 
facilities costs. The Arizona Supreme 
Court concluded its decision with this 
view: 

"However, funds for capital improve- 
ments in school districts are even more 
closely tied to district wealth than are 
funds for operating expenses. The county 
and state make no contribution whatever 
to the costs of capita! improvements. The 
capability of a school district to raise 
money by bond issues is a function of its 
total assessed valuation." 

Consequently, a sequel to Oregon's 
"Creswell case" is possible on the 
grounds of wealth-based inequities in 
school facilities. 

Moreover, any expansion of educa- 
tion for handicapped children, early 
childhood education, and career educa- 
tion must confront the shortage of 
available facilities for special programs. 
On the other hand, career education in 
other states has been plagued by excess 
facilities and overlapping programs 
between different levels of education 
(junior college vs. high school). Pre- 
dicted downturns in pupil enrollment 
for parts of Oregon raise the issue of 
excess capacity in some school districts, 
while facilities are short in the fast- 
growing Portland suburbs. Declining 
enrollments provide an opportunity for 
alternative use of excess school facilities 
for such activities as senior citizens' 
programs. All of these considerations 
suggest the need for a state role in 
planning, financing and enhancing utili- 
zation of school facilities. 

Mhat Do Other States Do? 

As of 1968-69, only 25 states pro- 
vided any aid for school construction 
(as table 5-5 indicates).^^* Since then 
Florida and Maryland have moved to 
full state assumption of school costs. 
Total school spending in the U.S. 
increased from Si billion in 1949-50 to 



S4.5 billion in 1970-71. Interest on debt 
required more than Si. 3 billion in 1971 , 
compared to $100 million in 1950. 
Major enrollment increases and inter* 
district migration were import.'>nt causes 
for this increase in expenditure. New 
construction in 1973*83, however, will 
be primarily caused by replacement cf 
obsolete facilities, pupil shifts and new 
programs rather than a net enrollment 
increase. Since voters have turned down 
requests for facilities bonds at a growing 
rate in the last five years/ ' it is 
difficult to predict future school con- 
struction trends. 

State programs for financing school 
construction or debt service are cate- 
gorized by the National Education 
Finance Project as follows: 

1. Total state assumption (Marylard) 

2. Grants for construction, based 
upon a fixed or variable percentage of 
approved cost (Delaware) 

3. Grants for construction or debt 
service purposes, which are part of (or 
closely related to) the program which 
allocates funds for financing current 
operation (Kentucky) 

4. Grants for debt service (Indiana) 

5. State loans for construction 
(Virginia) 

Only two states, Maryland and 
Hawaii, assume all local district con- 
struction costs. Since the fiscal neu- 
trality doctrine requires that the wealth 
of the state, rather than the wealth of 
the districts, be the determinant of the 
level of spending, the programs of Mary- 
land and Hawaii meet this test if all 
essential project costs are included. 

Recent studies of several state capital 
outlay and debt service programs have 
been made for the National Education 
Finance Project.^ ^ Data are thus avail- 
able which show the consequences of 
typical state programs which fit into 
categories two through six above. 
Selected data from these states are 
summarized in the following table. 

Iowa's policy of no state support for 
facilities is identical to Oregon's policy. 
An impact study of Iowa's system con- 
cluded:^^ 

1. More wealthy districts spent more 
pupil for debt service than less 
l/^ lthy districts. There was a statisti- 
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PERCENT OF STATE SUPPORT OF CAPITAL OUTLAY, 1968-1969 



State 


Capital 


Per pupii 


Percent 


Rank 




outlay state support 


did ic 








expenditure 


for capital 










per pupil 


outlay and 


!c nf 








debt service 














Outlay 






Hawaii 


o \ ooAo 


Cl QQ /I'J 
O 1 00.40 


100.0 




1 


Kentucky 


hd./h 


^9 A^ 


70.9 




o 


Connecticut 


DO./O 


9Q 19 


52.3 




o 
o 


Vermont 


109 Af\ 




48.4 




A 


Delaware 


*?Q9 Q1 


1 9R 9f; 
1 oO.oO 


48.2 




b 


Indiana 


OO.vO 


A\ 49 


47.6 




O 


Florida 


Q7 no 


AA AVi 


45.8 




/ 


Georgia 


UO.oO 


97 Q9 


44.1 




Q 

O 


New York 


^AA 1 R 


r^Q AR 


41.2 




n 

y 


South Carolina 


79 7Q 


97 1R 
ID 


37.3 




1 n 


Pennsylvania 


R7 ^A 


99 1/1 


34.3 




1 I 


Massachusetts 


71 If; 
/ 1 . 1 0 


99 7Q 


32.0 




1 o 

1 1 


Maryland * 


01 Q On 


C^A 90 
04.00 


29.5 




1 o 
1 o 


Mississippi 


57.12 


12.18 


21.3 




1 A 
1** 


New Hampshire 


104.53 


21.35 


20 4 




1 1> 


Tennessee 


61.91 


12.43 


20.1 




1 cs. 
1 D 


Now Jersev 


122.04 


21.80 


17.9 




1 7 


Washington 


105.00 


17.15 


16 3 




18 


Maine 


113.28 


18.12 


16.0 




19 


Rhode Island 


164.20 


25.91 


15.8 




20 


North Carolina 


53.96 


7.60 


K.l 




21 


Utah 


127.93 


14.89 


11.6 




22 


Alaska 


286.14 


23.87 


8.3 




23 


Alabama 


46.98 


2.49 


5.3 




24 


Missouri 


109.58 


2.02 


1.8 




25 


Source NEFP, National Capital Outlay Study. No. 71 and NEA Estirriatcs of School Statistics. 


Other states reported no grants for capital outlay or debt service. 








* Maryland initiated full state funding of capital outlay 


in 1971. 
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Comparative Data on Per Pupil Debt, Debt Service, 








and Debt Service Tax Rates for Selected States 










State Year 


District Debt 


District Debt District Debt 




Per Pupil 


Service 


Service 








Per Pupil 


Tax Rates* 








(per $100) 




Low Mean High 


Low Mean High I w 


Mean 


High 


Delaware 1970-71 


S84 S564 81,906 


313 $68 


$130 $.06 


$.25 


$.47 


Indiana 1971-72 


0 806 2,949 


0 81 


224 0 


.27 


.65 


Iowa 1969-70 


0 N.A. N.A. 


0 52 


154 0 


.15 


.50 


Kentucky 1971-72 


0 664 1,958 


0 41 


170 0 


N.A. 


N.A. 


Virginia 1972-73 


0 800 1,531 


0 80 


180 0 


.13 


.44 


•All tax rates have been tonverteil to reflect assessment of taxable property at 100 percent of 



actual valuation. 
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catly significant positive correlation 
between wealth per pupil and debt 
service per pupil. 

2. Districts with above 'average cur- 
rent expenditures per pupil tended to 
spend more per pupil for debt service 
than districts with lower per pupil cur 
rent expenditures. Fiscal capacity thus 
appeared to be a major determinant of 
spending for both operating and 
facility -related expenditures. 

3. The local tax rate necessary to 
fund average debt service (S52) was 
approximately 4 mills. For alt districts, 
the tax rate necessary to raise that 
amount ranged from 1.3 to 9.7 milts. 
The poorest school district needed to 
make seven times the effort required of 
the richest district to raise S52 per 
pupil. 

4. During 1969-70, 98 districts 
utilized the 2.5 miit school-house levy. 
The av<'rage per pupil equalized valua- 
tion or this group of districts was 
SI 0.672, about eight percent tower than 
the stats average of $13,065. The 
average debt service levy for this group 
of districts was 4.966 mills, compared 
to the state average of 4 mills. Per pu; H 
debt service for this group was about 
the same as the average for alt districts. 
These findings again show that poorer 
districts must make substantially greater 
effort to fund facility-related expendi* 
tures than wealthier districts. 

There are a number of options for 
improving the current Oregon situation, 
including full state assumption, flat 
grants, lease-purchase arrangements, 
etc.'"^"* In order not to penalize districts 
that have mad^ unusually large tax 
efforts in the past, the state should also 
assist localities in payinq for existing 
debt service. But before the state can 
proceed on any of these new policies it 
must have specific data on facilities 
needs. 

Data Reqwrtmcnts 

Oregon now has no system for col- 
lecting data that would assist state 
policy makers. A facilities survey should 
include the following items: 

1. Enrollment-present and future 
Pupil capacity needed-required 
for special programs like educa- 



tion of the handicapped and career 
education 

3. Existing capacity-square feet per 
pupil for various programs 

4. Capacity surplus or deficit 

5. Construction cost index -standard 
contractor bidding figures for different 
Oregon regions 

6. Cost of needed facilities-standard 
per-foot cost 

7. Breakdown of costs and needs of 
special programs 

8. Bonds outstanding oer pupil by 
school district 

9. Debt service per pupil by school 
district 

10. History of facility eVctions-how 
many passed and where 

11. Analysis of LEA pay-as-you-go 
facility financing-does it restrict ade- 
quacy of current operating revenues? 
From these data the state could analyze 
relationships between wealth, facilities 
and tax effort and also project expected 
surpluses and deficits in space for each 
school district."*^^ 

kitcrim Asnrtanoc Poidcs 

In addition to the above study, we 
recommend two other measures for 
immediate consideration by state policy- 
makers. First, we recommend legislation 
which would permit local school dis- 
tricts to use the state's credit ratipq for 
local school bond issues. School districts 
could save between a half and one and a 
half percent on the interest rates they 
are now paying. This could save about 
S600,000 the first year and ultimately 
S3.5 million annually (assuming 8400 
million in local indebtedness).''*^' Addi* 
tional savings would be realized from 
statewide pooling of the legal, under- 
writing, printing, advertising and other 
costs of school bond issues. One pos- 
sible method of accomplishing this plan 
is for a state bond bank to purchase 
bonds directly from local school dis- 
tricts. The state bond bank would then 
sell its own debt obligations to the 
public and repay them with receipts 
from the local districts. 

Second, we recommend a state lease- 
purchase plan for school construction 
and remodeling. Under such a plan, a 
state school building authority (or other 
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State agency) could issue its own debt 
obligations up to a limit fixed periodi- 
cally by the legislature. The state would 
then approve or reject local applications 
for school facilities, based on estab- 
lished need criteria. Local school dis- 
tricts would lease the buildings from the 
state under a tease-purchase plan lising 
current revenues. At the end of a 
specified period, ownership of the 
building would revert to the school 
district. 

Neither of these two plans alters the 
relationship between local property 
wealth and the ability of a district to 
fund school facilities. Therefore first 
priority should be given to building a 
statewide data base for analyzing 
facility needs. Once this step is taken, 
the state could sever the connection 
between property wealth and local capa- 
city to fund school facilities by either 1) 
providing categorical grants to equalize 
the costs of capital outlay, or 2) 
assuming the full cost of school con* 
struction and debt service. 

RccomnMndalioiis 

1. Support a comprehensive school 
facilities inventory for Oregon. 

2. Allow local school districts to use 
the state's credit rating for local school 
bonds. 

3. Investigate a state lease«purchase 
plan for school construction and 
remodeling. 

4. Include equalization of facilities 
costs in a revised state school finance 
formula. 



TRANSPORmiON 




Oregon's present transportation for- 
mula ts complex and fails to comply 
with the legislature's intent to reimburse 
60 percent of costs. Reimbursement is 
currently closer to 50 percent, because 
it is based on the approved costs two 
years previous. We believe this is too 
low and recommend increasing re* 
imbursement to 75 percent of approved 
costs. Transportation costs do not fall 
equally on school districts. SpS'^sely 
settled areas must use a larger propor* 
tion of their buc*yeis for transportation 
than compact districts. In order to 
insure equal educational opportunity, 
therefore, the state should pay all trans* 
portation costs above some minimum 
level. A reimbursement formula in 
which the state picked up 75 percent of 
transportation costs would be more 
equitable than a 60 percent formula, 
while still providing districts with an 
incentive to be efficient. 

The state formula for depreciation of 
school buses is also outdated and needs 
to be changed. Suses are much more 
expensive today than they were when 
the formula was written, and full depre* 
ciation under existing rules req;;ires 
using buses long after their utility is 
gone. 
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COST OF LIVING 




Ally uffort tu Jbsure uijuity juglit to 
LonsiUur that differeiKUi» m the* cot»t of 
itving v\<tll pliicu different struttis on the 
dbiht^ of districts to meet the costs of 
SimiicU goods ond services. While the 
costs of education cannot be measured 
directly by the cost of living, they are 
affected by it. The cost of living will 
have a direct influence on the costs of 
what a school district purchases such as 
teachers, books, construction, etc. 

Of primary concern to schools is the 
effect of cost of living differences on 
teachers' salaries. More than any other 
Single item, the quality of teachers in a 
school district affects quality of educa 
tion in the district. UsuaMy a board of 
education spends 75 percent to 80 per 
cent of Its operating budget for salaries 
and wages. If we are to seek equality of 
educational opportunity through equali 
zatton of ability to raise resources, then 
we should also see to it that students with 
similar educational needs have equal 
access to quality teachers and quality 
administrators regardless of the district 
in which they attend school. This im- 
plies that we must adjust for the effects 
of cost of living differences on teacher 
salaries. 

As already discussed in preceding 
sections, many school finance formulas 
now recognize the additional costs for 
pupils with varying educational needs 
such as handicapped children or low 
achieving students. The primary cause 
for these higher costs is demands for 
more teachers per pupil or for teachers 
with special talents. However, only one 
state, Flonda, recognizes that variations 
in the co<;t of living tn various sections 
of their state may affect the supply of 
teachers to school districts. Higher costs 
of living force school boards to offer 
higher salaries to attract teachers to the 
area. Other factors being equal, if one 
area has a sufficiently higher cost of 
living than another, that area will have 
to offer higher salaries to maintain the 
same quality of teacher as the area with 
a lower cost of living. 

There are, of course, many factors 
which affec'i the overall impact of 
salaries on a school budget. A school 
Q high incidence of teachers with 




and lengthy service or with 



advance degrees will havehtgtier salaries 
to pay. The institution of collective 
bargaining for teachers on a district by 
district basis will lead to differences in 
salaries. Other factors such as a district's 
reputation or its location will influence 
the salary schedules of ;>chool districts. 
But these are not readily addressed by a 
school finance formula. What we are 
concerned with here is the ability of 
districts to make equal offering for the 
same quality of service. 

In this regard the wealthy districts 
will always have the advantage in an 
unequalized school finance system. 
Assume two districts, one nch and one 
poor, v/ith similar educational programs 
and ADMW, and both in an area in 
which the cost of living is higher than 
other areas. The districts have several 
options. They can increase expenditures 
and offer higher salaries, they can cut 
back in other areas, or they can hire 
fewer teachers. No matter which option 
is taken, the decision is easier for the 
rich district because it can always raise 
added property tax revenue more easily 
than the poor district. It is another case 
of the rich district being freer to im- 
prove its educational offering. 

In the above situation the first task is 
equalization of the school finance for 
mula to eliminate the wealth advantage 
of rich districts. But even in an equal 
ized finance formula an adjustment for 
cost of living is needed. Such an adjust 
ment is not related to wealth, but 
simply to the fact that in order to 
maintain the same quality of programs 
it will cost districts with higher cost of 
living more than districts with a lower 
cost of living. 

Assume an equalized school finance 
system in which tVv'o districts with 
Similar programs and ADMW tax at the 
same rate. They will raise the same 
revenue from the same rate. But if the 
cost of living is higher in one district it 
would appear that the potential quality 
of educational offering in that district 
would be less than in the other district 
where the cost of living is lower. If the 
high cost of living district were to offer 
the same salary as other lower cost of 
living districts in the state its pool of 
appllcahts could be expected to be 
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smaller given that its "real money" 
offering is lower. In such a situation, 
over time, one would expect the quality 
of Its teacher force to decline - as the 
higher quality teachers begin to bid for 
the higher, "real money" positions. 

On the other hand, the high cost of 
liuing dibti ct could offer higher salaries 
to meet the justified demands of its 
teachers. In this situation, the high cost 
of living district would have to curtail 
expenditures in some other category of 
expense, such as supplies, equipment, 
athletics, etc., or would simply hire less 
teachers than they normally would to 
meet the increased salary costs. 

The result is the same under all 
options - the quality of the educational 
offering in the high cost of living district 
IS less than that in the lower cost of 
living district. Because of this fact we 
believe that there should be a provision 
tn the school finance formula to adjust 
for cost of living differences between 
school districts if such cost of living 
differences are indeed significant. 

To determine if significant dif- 
ferences appeared to exist among 
Oregon cities and/or regions, the Com- 
mittee on Equal Educational Oppor- 
tunity requested the Oregon State 
Department of Revenue to conduct a 
preliminary survey. Time and cost 
constraints prohibited conducting a 
survey which would produce definitive 
results. However, the Department of 
Revenue was able to develop a spatial 
index — that is they were able to 
compare the relative costs of purchasing 
the same set of items in five regions of 
the state. Within each of these regions, 
the major commercial centers were 
chosen to represent the entire region. 
The Cities used and the geographic area 
in each region are listed in table 5 7. 

The Department then selected a total 
of 69 Items of goods or services to be 
sampled. These items were chosen from 
a list of goods and services that the U.S. 
Bureau of Labor Statistics uses to deter 
mine the Consumer Price Index for 
Portland. Note these items do not mea- 
sure directly what school systems 
purchase but they comprise the best 
indirect group of cost indicators avail 
able and, we feel, result in an adequate 



table 57 

PLACES SURVEYED IN CC^ T 

OF LIVING STUDY 

Northwest Coast 

Astoria 

Newport 

Metropolitan Area 

Portland 

Beavcrton 

Willamette Valley 

Salem 

Eugene 

Southwestern Oregon 

Coos Bay -North Bend 

Rose burg 

Medford 

Klamath Falls 

Eastern Oregon 

The Dalles 

Bend 

Pendleton 

LaGrande 

Ontario 



table 5-8 

CATEGORIES SAMPLED IN COST 
OF LIVING STUDY 



Category 
Food 

White Rice 
Pork Chops 
Bacon 

Evaporated milk 
Housing 
Bedroom Chest 
Lamp 

Sink Replacement 
Electricity 

Rent, 2bdrm. Walkup 

Apparel 

Men's Suit 

Dress 

Shoe Repair 

Transportation 

Chevrolet 

Regular Gas 

Auto Insurance, 

Collision 

Health 

Doctor's Office Visit 
Dental Extraction 
Hospital Room 
Miscellaneous Goods and 

Services 
Bowling Fee 
Red Table Wine 
"leral Service 



Weight 
22.7% 



50.7 



2.1 



3.3 



5.8 



9.2 



proxy measure for the cost of educa- 
tion. The Department of Revenue feels 
that these items reflect an adequate 
cro5>s section of the major Consumer 
Price Index categories of: Food, housing 
and utilities, apparel, transportation, 
health and miscellaneous services. Each 
of these major categories was then 
weighted according to its relative 
importance in an individual's total 
budget. The BLS weights for Portland 
were accepted as accurately reflecting 
the relative importance of the cxpendi 
ture for an item out of the total budget. 
These weights were adjusted so that the 
sum of the weights for the 69 items 
would be 100 percent. 

Table 5-8 presents a listing of the 
five major categories, the relative weight 
in an individual's budget assumed for 
that category, and a couple of examples 
of some of the items sampled in each 
category. 

Considerable effort was made by the 
Department of Revenue to accurately 
specify exactly what item was to be 
priced in the questionnaires sent to the 
business establishments in the 15 
selected cities. 

The results of this survey of the cost 
of these items are reflected below, 
table 5-9 

COST OF LIVING INDEX 



Region 

Portland Area 
Mid-Willamette Valley 
Northwestern Coast 
Eastern Oregon 
Southern Oregon 



Relative Index 
(State Av.=100) 
1.04 
1.02 
1.01 
.97 
.97 
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Based on the survey it would nopear 
that the cost of purchasing a given 
basket of goods in Portland is about 7 
percent higher than if the same basket 
of goods were purchased in Bend or 
Klamath Falls. Again it should be 
pointed out that this survey is only 
indicative of costs of living differences 
among school districts in Oregon. A more 
extensive survey covering more areas of 
the state is needed before a cost of living 
adjustment is added to the state finance 
formula. Nevertheless, the results of this 
preliminary study lead us to believe that 
there are significant cost of living dif- 
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ferences m Oregon. In Florida, the 
legislatuie provides funds for <in annual 
cost of living survey and then requires 
that the state school finance formula be 
adjusted accordingly. We recommend 
that a similar procedure be followed in 
Oregon. 

In summary, since cost of living 
diffeiences do affect the quality of 
education offered in a district and since 
there probably are significant dif- 
ferences in cost of living between dif- 
ferent regions of Oregon, we feel that 
some sort of cost of living differentials 
should eventually be included in the 
school finance formula. If no adjust- 
ment for cost of living is provided, the 
state will be ignoring an important 
factor affecting equal educational 
opportunity in Oregon. 
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This chapter has described areas 
wlicre additional state support would 
increase the overall equity of the state 
school finance system. The principle 
applied throughout the chapter is that 
adjustments to a strict fiscal neutrality 
stanoard are desirable when the adjust- 
ments reflect identifiable cost dif- 
ferences. First, we recommend that the 
state assume all of the excess costs of 
special education for all of the state's 
eligible handicapped children. Second, 
grants for children from disadvantaged 
families should be scaled according to 
the concentration of disadvantaged 
children in each school district. 

Occupational and career education 
are becoming increasingly important in 
Oregon. Before the state assumes major 
responsibility for funding such pro- 
grams, however, additional information 
on existing programs is needed. Our 
third recommendation, therefore, is that 
the legislature appropriate a small 
amount of money for a comprehensive 
study of occupational and career educa- 
tion and fund pilot programs in a few 
districts. 

The state does not currently contir 
bute to the capital costs of school 
districts. With declining enrollment in 
some districts and rapid growth in 
others, there is an immediate need for 
statewide coordination of facilities 
planning. Our fourth recommendation is 
that the State Department of Education 
should coordinate all facilities planning, 
and facilities costs should be equalized 
by the state just as operating costs 
should be. 

We recommend that the state con- 
tinue to support transportation costs 
and the extra costs of necessary small 
schools. Reimbursement for appioved 
transportation costs probably should be 
increased, and the present allocation for 
necessary small schools should be ad* 
justed to keep up with the inflation in 
educational costs. 

Finally, we recommend that the state 
finance a comprehensive cost of living 
survey, and that a cost of living adjust- 
ment be included in future state school 
finance formulas. 
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PRODUCTIVITY 
IN PUBLIC SCHOOLS 




Act. ievi n g equitable educational 
financing for Oregon will probably 
entail higLcr levels of school spending. 
The general aid distribution plans we 
described and simulated in chapter 4 
assumed added revenues of about S50 
million. This figure is exclusive of the 
added expenditures which might accom- 
pany vocational education or special 
education in future years. Added dollars 
are probably necessary because it is 
difficult to envision public acceptance 
of a state school finance plan which 
lowered expenditures for many school 
districts. The politics of distributional 
reform is almost always the politics of 
"more." 

Public officials and policy analysts 
understand the political necessity to 
achieve equity by permitting property- 
poor districts to increase their spending 
(so-called "leveling up") but they are 
anxious that the infusion of added 
resources be used in a productive fash- 
ion^ Their anxiety is increased by the 
fact that Oregon's overall school 
spending is already large and has been 
increasing rapidly. For example, Oregon 
spent $208 million in 1963-64 for the 
support of elementary and secondary 
schools. A decade later, total school 
expenditures had more than doubled 
almost to $513 million. When these 
figures are translated to unit costs, we 
see that Oregon averaged $495 per pupil 
in 1964 and $1J17 in 1974. Even after 
adjusting for inflation, per pupil costs 
rose almost six percent per year over the 
last decade. Oregonians increased their 
school support efforts from 20 percent 
of per capita income in 1964 to almost 
24 percent in 1974. 

What steps can be taken to ensure 
that future dollar increments are de- 
ployed a*) productively as possible? Are 
there possible reforms which would 
insure that any additional money is 
spent to benefit school children rather 
than simply to achieve "equity"? We 
believe strongly that the answer to this 
question is "yes," and we will illustrate 
such reforms in this chapter. 

We wish to make it clear that the 
following suggestions are of different 
magnitude than our school finance pro- 
posals. First, school finance distribution 
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reform was the primary focus of our 
study, and we immersed ourselves 
mainly m that subject. Productivity, 
though important, was subordinate to 
our central focus, and we did not have 
time to construct school governance and 
accountability suggestions with the 
same intensity and attention to detail. 
Secondly, the quantitative nature of 
school finance proposals renders them 
amenable to careful distributional analy- 
sis. The advent of high speed computers 
and mathematical simulation techniques 
makes such analyses particularly accu- 
rate. Productivity proposals are more 
tightly tied to value questions and do 
not lend themselves easily to quantifica- 
tion or simulation. Therefore, by neces- 
sity, our proposals for enhancing school 
effectiveness are somewhat speculative. 
Also, we make no claim that our ideas 
are completely original;, many of them 
have been previously described and 
tested in other places. Nevertheless, we 
believe strongly that our suggestions are 
valuable and worthy of consideration in 
Oregon. 

The llkisioii of Current 
''Accountability" Schemes 

Rising school costs and the erosion 
of lay control of education have 
spawned an "accountability" movement 
over the last decade. The label is no* 
where precisely defined, which partially 
explains its popularity as a rallying cry 
for dozens of otherwise disparate 
groups, such as irate taxpayers, unhappy 
parents, beleaguered policymakers, and 
alienated minorities.* It is no wonder 
that 30 states, including Oregon, had 
passed some form of accountability 
legislation by June of 1974.^ 

Almost without exception, state- 
enacted accountability provisions have 
promised more than they will ever be 
able to deliver. Despite the expenditure 
of millions of dollars and countless 
hours, getting "mor« bang for the edu- 
cational buck" remains an elusive goal. 
Moreover, the failure of the current 
"accountability model" is engendering 
cynicism among public officials, under- 
mining citizen confidence in profes- 
sional educators, alienating teachers, 



and piovoking even more state mteiven 
tion. 

What iS wrong with the existing 
accountability model? Why doesn't it . 
work? The primary answer is that the 
conventional accountability strategy 
being pursued in most states is based on 
a number of invalid assumptions. The 
present accountability concept draws 
much by analogy from the private 
sector. It is basically a technical- 
industrial model, as suggested by the 
manufacturing terms frequently associ 
ated with it, such as management by 
objectives (MBO), program planning 
budgeting systems (PPBS), and perform- 
ance contracting. 

This technical model is applicable 
when (1) the goals of production are 
clearly recognized, (2) measures exist 
for accurately assessing progress toward 
production goals, (3) there is a know- 
ledge base or technology which pre- 
scribes the mode of production, and (4) 
the entire production process can be 
controlled and outside influences which 
affect product quality can be excluded. 
Unfortunately, these assumptions do 
not apply to education. 

The first incorrect assumption is that 
there is widespread consensus on educa- 
tional goals. Without accepted goats, 
there is no way to assess whether 
schools are succeeding. Disagreement 
over the purposes of public schooling 
has been a fact of life from the first 
days of ou; republic and has increased 
ever since. In a pluralistic society, the 
objectives for schools are neither clear 
nor simple. Gallup polls and university 
surveys repeatedly document the 
varying and frequently conflicting ex- 
pectations for public schools.^ 

In the absence of consensus about 
school goals, typically a compromise is 
struck by policy makers. One approach 
IS to have no goals for schools or to have 
goals so abstract as to be vapid and 
immeasurable. The second route is to 
try to accommodate all tastes by having 
a multitude of objectives. This approach 
provides a forest of excuses behind 
which educators can hide; if a critic 
accuses them of not meeting one objec- 
^'q they claim to have been pursuing 
'"er one. A statewide testing scheme 
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IS only of modest help, since representa- 
tives of any school can claim the test 
does not measure the objective they are 
pursuing. 

The second invalid premise of the 
industrial accountability model is that a 
measurement technology exists which is 
capable of determining school output. 
It IS true that psychologists have contri- 
buted greatly toward assessing school 
outcomes, but the problem still out- 
strips solution. One weakness is that the 
traditional measurement strategy, so- 
called "norm-referenced" testing, de* 
liberately discriminates among students 
as individuals. Easy questions, which 
almost everyone can answer, and diffi- 
cult Items, which no one can answer, are 
eliminated. The only questions per- 
mitted are those which distribute test 
scores over a wide range of scores. Thus, 
scores on norm-referenced tests show 
how one student stands relative to 
another, but do not necessarily reveal 
how much any student has learned. 
Indeed, norm-referenced tests often 
gradually become more abstract (like 
general intelligence tests) and may have 
little to do with what a pupil has 
learned in school. 

An answer to this testing problem is 
to employ what are now called 
"criterion-referenced" tests. These tests 
focus on the subject matter to be 
mastered and pay little or no attention 
to ranking of students. The difficulty 
with criterion-referenced tests is that 
someone must decide what is to be 
tested. This necessity triggers the pre- 
viously mentioned disagreement about 
the purposes of schooling; where 
criterion-referenced tests have been pro- 
posed on a wide scale, they have 
prompted substantial conflict. Early 
efforts to launch the National Assess- 
ment of Education Progress (NAEP) 
drew threats of boycott from profes- 
sional school administrators, and similar 
efforts by the Michigan State Education 
Department aroused accusations of a 
fascist plot to control schools from the 
state level. 

In sum, norm-referenced tests are 
politically acceptable but technically 
inappropriate. Criterion-referenced tests 
are technically adequate but politically 
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troublesome. Until a compromise is 
achieved, the industrial accountability 
model is severely handicapped. 

A third false assumption is that there 
is an accepted and effective method to 
evaluate the achievement level of any 
given student from point "A" to point 
"3." The best example of this fallacy is 
the attempt in many states to imple- 
ment Competency Based Teacher 
Education (CBTE). This system asserts 
the existence of a known set of teacher 
behaviors which can induce a student to 
learn a specified increment of subject 
matter. In order to be certified, a 
prospective teacher must exhibit 
mastery of "scientifically proven" 
teaching behavior. The problem is that 
no scientifically proven teacher behavior 
exists. We may someday accumulate 
enough information about successful 
teaching to have a scientific base for 
education, but today good teaching is 
largely an art, with wide variation from 
individual to individual. To require 
teachers to follow a rigid list of "in- 
structional behaviors" is likely to 
damage the learning of as many pupils 
as it helps.'** With a few common-sense 
exceptions, it is impossible to evaluate a 
teacher on grounds that he did or did 
not follow the correct pedagogical pro- 
cedure. This stands in vivid contrast to 
most manufacturing endeavors, where it 
is possible to deduce the most efficient 
production process to maximize output. 

A fourth assumption embedded in 
the technical accountability model is 
that it is possible to separate important 
out-of-school learning factors from the 
effects of schooling. In order to be fair 
to educators, an accountability strategy 
must allow for influences on learning 
which the school has little ability to 
change. One of the firmest social science 
findings is that the home and neighbor* 
hood social environment affect a stU' 
dent's school performance. Genetically 
endowed intellectual ability is also 
thought to be a heavy determinant of a 
child's school performance. Unfortu- 
nately social science techniques for off- 
setting out'Of-school learning influences 
are highly inadequate. We cannot easily 
measure a child's social background, and 
conventional 10 tests appear badly con* 



tamtnated by enviionmeiual factors, not 
the least of which may Ih» schooling 
itself. 

Another pioblem with many ac 
countability schemes has been their 
inability to measure school inputs accu 
rately. If we are ever to identify the 
elements of a successful educational 
program, it obviously is necessary to 
specify its components If schools have 
an effect upon pupil performance, it 
presumably is largely a result of the 
behavior of teachers and other school 
personnel. However, many famous 
studies of school effectiveness, such as 
the Coleman Report have not included 
measures of teacher behavior/' Rather, 
they have relied upon indirect measures 
such as a teacher's age, education level, 
and years of experience. Moreover, cru- 
cial measurement errors have appeared 
in some of the studies. For example, the 
original Coleman Report used a district- 
wide expenditure average to measure 
the spendable dollar resources per pupil. 
As many readers will quickly realize, 
amounts spent per pupil vary widely 
throughout a district. Secondary ex- 
penditures are generally half again 
higher than elementary expenditures, 
for instance. 

Professional Resistance 

Professional educators have been 
overwhelmingly critical of efforts to 
measure school productivity and evalu- 
ate their performance. In part this reti- 
cence can be explained by the fear of 
consequences, if a teacher is evaluated 
and found wanting, the outcome for 
him may not be pleasant. However, 
given the current inadequacies of the 
evaluation art, this reluctance is sub- 
stantially justified. Teachers fully under 
stand that there is little consensus about 
the expected outcomes of schooling. 
They reasonably fear being caught in a 
crossfire where some significant client 
segment holds them responsible for 
achieving one set of outcomes while 
another segment expects them to reach 
a different set of objectives. 

Another educator concern is that the 
necessity to focus upon measurable ob- 
iectives will trigger a "goal displace- 
process. Efforts to accomplish 
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those goals which are measurable will 
shove aside goals which do not lend them 
selves to quantification. Knowing that he 
IS to be evaluated on the basis of students' 
reading, a teacher may conscioubly 
neglect social studies, health, or music. 
Worse yet, quantification of objectives 
can establish a hidden incentive system. 
If a teacher is to be evaluated on 
improvement in average student reading 
achievement in a class, he might wisely 
choose to focus on the brightest quartile 
of students. By concentrating instruc- 
tional efforts in this manner, bright 
students' reading scores might escalate 
sufficiently to pull the entire class aver- 
age up several points, while less able 
students in the class remained stable or 
lost ground. The professional concern of 
many teachers for the welfare of their 
students would probably inhibit them 
from such activities. Nevertheless, a 
possibility exists that a reward system 
based exclusively upon narrow measure^ 
ment of quantifiable learning objectives 
might incite distorted teacher behavior. 
INFRINGEMENT UPON 
PROFESSIONAL AUTONOMY 

To the degree that teachers are profes- 
sionals and are concerned with students' 
welfare, they may resist pressures to 
specify both objectives and "treatment." 
A teacher might reasonably argue: "I am 
not worrying now about teaching Johnny 
to read. I won't neglect reading, but he 
has recently undergone a debilitating 
personal trauma, and the most important 
thing 1 can accomplish for him is to teach 
self reliance, restore personal confidence, 
and assist in building a positive self 
image. Only after his psyche is healthy 
crn he learn effectively. By requiring me 
to concentrate on reading (or any other 
substantive area), you are impairing my 
ability as a professional to facilitate the 
welfare of my client." This illustrates 
why teachers want the freedom and 
autonomy to establish standards for 
themselves or at least the right to 
participate with clients or public of- 
ficials in setting school performance 
standards. 

CONCERN FOR SUBJECTIVE 
JUDGMENT 

Teacher tenure is frequently called 
the soft underbelly of school effective 



ness. However, those who advocate 
abolition of tenuie forget when teachers 
owed their jobs to a system of political 
spoils, and failure to support the 
"propel" candidate or insistence upon 
principles of academic freedom meant 
loss of one's job. Personal favontism 
was widespread and teachers felt their 
dignity and professional independence 
seriously compromised as a result. Pro- 
tection against such abuses came rn the 
form of tenure for teachers after com- 
pletion of a probationary period 
(usually three years). Despite tenure 
protection, teachers frequently felt 
vulnerable to administrator whim. A 
tenured teacher's pierogattves could still 
be curtailed; teaching assignments and 
uther important working conditions 
were subject to administrator discretion. 
Consequently, teachers sought protec- 
tion from arbitrary administrative 
action through formalized rules and 
grievance procedures negotiated at the 
bargaining table. 

Despite gains in job protection and 
standards of treatment, teachers are still 
reluctant to accord administrators wide 
discretion in evaluating classroom per- 
formance. While acknowledging the 
need for evaluation, teachers want the 
means specified and standardized so 
that there is no room for discriminatory 
treatment or personal favontism. To be 
acceptable to teachers, evaluation 
schemes must be depersonalized and 
objective. Because it is difficult to con- 
struct objective standards for measuring 
effective instruction, teachers have fre- 
quently resisted systematrc evaluation 
schemes. 

Sometimes this resistance takes the 
form of overt political activity to defeat 
an accountability scheme. At other 
times. It takes the form of simple 
footdragging to effectively destroy an 
evaluation plan. This is well illustrated 
by educators' general refusal to comply 
with California's PPBS mandate and 
Stull Act, which required specification 
of objectives by which teacher and 
administrator performance could be 
assessed. Although educators are usually 
willing to agree that an enterprise as 
costly and as important as education 
must be subjected to measurement and 
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evatuiUion, they die cjtMitutlly ifticcnt to 
oppiove any puicticdl pKui to do so.^ 
Th.s IS particularly true when such a 
scheme includes the likelihood of 
financial leward or punishment. 

The resistance of professional educa* 
tors to systematic scrutiny is illustrated 
by a recent finding from an Educational 
Research Service report. A suivey of 
school districts of varying stze disclosed 
that small school districts (between 300 
and 3000 students) were the most reti 
cent to release standardized test scores 
to the public. Only 9 percent of the 
small districts sampled would make test 
score data available publicly. The most 
open school districts were the largest 
sampled (enioilments of 25,000 or 
moie). Almost half or the large districts 
reported test results to the press. How- 
ever, less than half of the districts which 
released test scores published them in a 
fashion which would permit achieve- 
ment comparisons from school to 
school/ 

The Dysfunctional 
Consequences of the ISedmical 
Accountabity Model 

For all the reasons we have de- 
scribed, the crucial assumptions of the 
technical accountability model are sup- 
ported neither by scientific findings nor 
by political realities. At best, there is 
minimal societal consensus about the 
goals of schooling; evaluators do not 
know how to measure progress toward 
educational goals; and social scientists 
do not know what educational treat* 
ment to prescribe to achieve a particular 
goat. Despite the absence of such critical 
information, financially pressed public 
officials, well-intentioned laymen, and 
misguided professional educators con- 
tinue to call for accountability systems 
based upon a nonexistent educational 
science. 

Because the technical model is con 
ceptually and practically unsound, it 
fails to correct the ills it is intended to 
remedy. It does not offer a sound 
system of incentives for professional 
educators. It does not provide con- 
^ »rs with information they can use m 
)l/^"?sing school services. It does not 



deliver useful feedback either to educa 
tors or to laymen about how well 
schools are working. It provides no 
framework for research and effective 
ness stuaiu: to improve school services. 
It offers no basis for deciding which 
teachers and administrators are effective 
and which are incompetent. It gives no 
indication where added financial re* 
sources should be spent. The list of 
failures goes on and on. 

The failure of the technical accounta- 
bility model IS provoking a number of 
counterproductive consequences. Pro- 
fessional educators are increasingly 
resisting any evaluation attempts. Their 
typical contention is that, "Stand- 
ardized tests do not accurately measure 
what a child has learned in school. The 
child's home environment has been 
shown to be the prime determinant of 
school achievement, and we have no 
control over that situation. In the 
absence of any science which prescribes 
how to teach children, how can our 
instruction be evaluated?" These and a 
hundred similar arguments are given as 
justification to avoid evaluation. 

These justifications, like most ra* 
tionalizations, are partly accurate, and 
the present accountability model does 
little to blunt their validity. Indeed, it 
aggravates weaknesses and so provokes 
professional educators to resist evalua- 
tion even more. 

Another possible dysfunctional con* 
sequence of the present accountability 
syotem is to increase skepticism about 
education among legislators and other 
public officials. Because the technical 
model does not provide the desired 
information, education is becoming 
increasingly vulnerable to simple politi- 
cal arguments.. Its once privileged access 
to finances is jeopardized. Schools 
increasingly must compete with other 
public services for resources, and the 
absence of performance data or cost- 
effectiveness information hurts their 
cause. 

In short, from the policy makers' 
viewpoint, public education seems to be 
out of control. The possible result of 
this impression is intensified political 
intervention and further diminution of 
professional autonomy, greater erosion 



of public confidence and consequent 
reduction in financial support, and a 
general undermining of the traditional 
commitment to a high-quality system of 
public education. 

What to Do Vfhen 
There Are No Answers 

Cur position to this point has been 
that present conditions prohibit imple- 
mentation of a simplified cost-benefit or 
performance-budgeting model to assess 
school effectiveness and increase school 
productivity. Aside from the usual plea 
for additional funds and time to con* 
duct necessary research on instructional 
techniques and school effects, what else 
can be done? Given the present state of 
indeterminacy, are there any principles 
by which schools can be organized, 
instructional performances evaluated, 
and teachers recruited and trained to 
perform with added competence? We 
think the answer to the above question 
is "yes." However, it should be recog* 
nized that the system of reforms we 
propose is admittedly stop-gap. If there 
ever is greater agreement on the out- 
comes of schooling and more reliable 
knowledge about instructional strat* 
egies, a separate agenda of effectiveness 
reforms might be preferable. In the 
absence of such knowledge, we propose 
a series of activities to cope with in- 
determinant conditions. 

IKscussion of Principles 

Besides coping with the indeter* 
minacy we have described, a program to 
increase school effectiveness also must 
be sensitive to several other criteria. It 
must balance stateHevel concerns with 
local concerns, and seek to reconcile lay 
control and professional autonomy. 
BALANCING STATE AND 
LOCAL INTERESTS 

In general we adhere to the principle 
that government decision*making power 
should rest with the smallest jurisdiction 
possible. Given a wide range of values 
and tastes throughout our population, 
individual preferences seem most likely 
to be reflected by the smaller units of 
the governmental hierarchy. There must 
be a compelling reason for a decision to 



Ih» mu\e *it a highei li»vo! School deci 
sionS should be nuKio wheiH»vti possihlif 
at the school site. It is thuiu tliat the 
greatest interaction takes place between 
those who deliver instructional services 
and those intended to benefit from 
tliem. Also, judging from studies of the 
relationship between si^e of govern- 
mental units and electoral participation, 
smaller units facilitate increased consti- 
tuent expression of educational prefer- 
ences. School districts are presently 
the prune level for school governance 
decisions, and accommodation witli 
political reality probably will require 
that this condition persist for some 
time. But as many policy decisions as 
possible should be taken at tlie lowest 
level, wfiether that is at the school 
district level or at individual schools. 

Upon close examination, however, 
there are seveial compelling reasons 
which justify state intervention or 
statC'level decisiorvmaking about 
schools First, if left totally to their own 
discretion, lower-level decision making 
units might underinvest in education, to 
the detriment of individual children and 
society. A local school board might have 
an extraordinarily pessimistic view of 
the utility of schooling oi might simply 
be too ignorant to care about the 
quality of instruction. Consequently, 
children in that school district might 
grow up illiterate or unversed in the 
responsibilities of citizenship. In addr» 
tion to the suffering of the individual 
children, their ignorance would be a 
handicap to society. In a period of 
extraordinary social and economic Inte'^- 
dependence, society must insure that a 
governmental subunit does not shirk its 
educational responsibilities. 

Beyond its concern for minimal 
standards of instructional quality and 
student learning, the state also has an 
interest in assuring the larger population 
that school resources are utilized legally 
and efficiently. Even when generated 
from local property taxes, school funds 
are legally state revenues and are subject 
to state accounting standards. Moreover, 
since some of the revenue for most 
school districts is generated outside the 
ligai district, the state has an obligation 
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."»ing that these general funds are 



not wasted in extravtigant or inefficient 
ways. 

Balanced against these and other 
state concerns is the desiie of local 
school clients to influence school pur- 
poses and practices. The United States 
represents a complicated mixture of 
values »ind tastes with i egard to 
schooling. If such diversity is to be 
respected room must remain for local 
choice. 

PUBLIC CONTROL AND 
PROFESSIONAL AUTONOMY 

In principle, client welfare is of 
paramount concern to professionals. 
Each situation must be assessed sepa- 
rately and the optimum response pre- 
scribed. Professionals in all fields aigue 
that they should have discretion to 
decide what is the best course of action. 
Laymen presumably do ;io? have suf- 
ficient expertise to assess the perfor- 
mance of an engineer, physician, lawyer, 
or pilot; the professional must be 
allowed substantial authority and discre- 
tion, subject only to review by peers. 
Since education aspires to be a profes- 
sion, educators argue that they should 
permitted similar autonomy. 

There are at least two circumstances 
which mitigate against unfettered pro- 
fessional autonomy for educators. First, 
unlike many professional services 
offered in the private sector, public 
schools have nearly a monopolv*. A 
dissatisfied parent or student has little 
freedom to change school districts, 
schools, or teachers. Therefore, in 
education as with other monopolies, 
t h e re are reasonable grounds for 
"regulation" by the larger society. 

A second reason for lay control over 
professional educators stems from the 
socially sensitive nature of the school's 
functions. Schools are commonly re- 
sponsible for transmitting values ftom 
one generation to the next. In order to 
maintain society and ensure social 
cohesion, it is necessary that the values 
being handed down are consistent with 
those held by the wider society. The 
public must have the authority to 
accomplish this end. To paraphrase 
Talleyrand. "Education is too important 
to be left to educators," 

A proposed school evaluatior^ohme 



must strike a delicate balance between 
several competing forces. Such compro- 
mises are complicated; many adjust- 
ments are necessary to accommodate 
the luimeious legitimate interests 
involved in the interplay between pro- 
fesMonalism. lay control, state protec- 
tion, and local autonomy. Such compro- 
mises are certain to be. at best, prickly 
to one inteiest or another. Nevertheless, 
we pro|)Ose a strategy which we believe 
simultaneously ennances student 
learning, efficient use of public re- 
souices. public paiticipatior.. and the 
professionalism of educators. 
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In order to accomplish the purposes 
and remain withm the constraints we 
have already described, we propose a 
seven-point reform plan. The seven com* 
ponents constitute a systemwide pro- 
gram, but each component stands on its 
own, as well. Should a state adopt any 
one recommendation separately, we 
believe the efficacy and efficiency of 
schooling would be still enhanced, 
though not as much as if the state 
adopts all or most of the components. 

The reforms we recommend fall into 
the following categories: (1) using the 
school site as the basic unit of manage- 
ment, (2) parent advisory councils, (3) 
principal power, (4) statewide testing, 
(5) annual performance reports, (6) 
school 'by -school budgeting and ac* 
counting, and (7) a "family choice" 
plan. We have deliberately deleted mat- 
ters related to the evaluation of teachers 
from discussion In this immediate sec- 
tion. Teachers are such a crucial element 
of schooling that we devote an entire 
subsequent section to an analysis of the 
problems of educational personnel 
evaluation. 

The School Site As the 
Bask Unit of ManagemeRS 

Under present circumstances, school 
districts are considered the primary unit 
for school decision-making. This is true 
despite the plenary authority for educa- 
tion granted to state government. State 
legislatures have traditionally delegated 
much of their educational authority to 
local boards of education. School 
boards have existed as governmental 
entities for more than a century and, 
even though their numbers have 
dwindled dramatically over the last 
several decades, they exhibit no pro- 
spect of disappearing altogether. Fur- 
thermore, there are good functional 
reasons for their continued existence; 
they frequently are the appropriate unit 
for planning, coordinating, and evalu- 
ating school programs. For both prac- 
tical and political reasons, we do not 
recommend abolition of school districts. 

However, there are drawbacks to 
using the school district as the basic 
g9)(^^rfi{^ental buiUiiQa^block for 
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decision-making. The important contact 
between educator and client takes place, 
not at the district level, but at the 
school site. It is the teacher and princi- 
pal, rather than central office personnel, 
who appear to be in the best position to 
make judgments about programs for 
students. It is to the local school that 
parents accord their strongest allegiance. 

But if this is true, why not go one 
step further and employ the classroom 
as the basic management unit? In an 
earlier era we might have agreed with 
this notion. Today, even at the elemen- 
tary level, students are in contact with 
more than one teacher Ouring the school 
day or week. Team teaching is in- 
creasing, and intensified use of spe- 
cialists makes it difficult to specify one 
group of students as the exclusive 
responsibility of one instructor. This is 
even more true at the secondary level. 
Because the classroom is too smalt and 
the district too large, we feel the Indivi- 
dual school is the most reasonable unit 
for primary managerial functions, and 
our proposals hinge on this concept. 

Rarent Advisory Councis 

Oregon, more than many states, has 
retained an atmosphere of personal con- 
tact and integrity in education. How- 
ever, even Oregon is subject to pressures 
which threaten this heritage. In order to 
protect against overpopulation and 
resulting depersonalization within 
school districts, and to facilitate a better 
"fit" between local school programs and 
client tastes, we recommend the forma- 
tion of Parent Advisory Councils (PAC) 
for all schools in districts with more 
than 1000 students.^' In Oregon this 
would be less than half of existing 
districts. The number of PAC members 
should be proportional to a school's 
enrollment. Figure 6-1 illustrates such a 
ratio scheme, 
table 6-1 

PARENT ADVISORY 

COUNCtL MEMBERSHIP 

School Enrollment PAC Membership 

1-300 5 
301-500 7 
501-700 9 
701-900 
901 + 



Regiirdless of school si/e heycrul 900 
pupils, we do not recuniniend Parent 
Advisory Councils larger than 13 mem 
bers. This number approaches the upper 
limit for effective small group interaction. 

Who 1$ eligible to serve and how are 
they selected^ The manner in which 
individuals become members of a PAC is 
crucial. There are many possible 
approaches. We feel that only parents of 
children presently enrolled in the school 
should serve on a given PAC. Citizens 
without children obviously have school 
related interests, but they are probably 
better expressed at the school district or 
state level. Parents might be nominated 
by a nonpartisan caucus or by peti* 
tion.* " For example, any parent ob* 
taining signatures from 5 percent of the 
eligible parents could be placed on the 
ballot. 

We feel PAC members should be 
chosen from among the nominees by 
election. Nominations by principals or 
school board members are open to 
criticism on grounds of professional 
dominance, nonrepresentation, and per- 
sonal favoritism. Imperfect as they are, 
elections are probably the best selection 
procedure. Terms of office should be 
foi two-year periods, with a limit of no 
more than two terms. Terms should be 
staggered to provide continuity from 
year to year. 

Parent Advisory Councils, as the 
label suggests, are advisory to the princi- 
pal. Their most important function 
would be to participate in selection of 
the school's chief executive officer. The 
principal appears to be the single most 
important corrrponent of a successful 
school, it is extraordinarily rare to find 
a "good" school with an incompetent 
principal. Even though there are very 
few incentives for the principal to 
encourage good teaching, he or she 
appears to set the tone of a school and 
light the spark of excitement which 
spurs staff and students to excel. If the 
schools are going to offer programs in 
keeping with client tastes, then the 
public must participate in the selection 
of school principals. 

PAC participation in principal selec 
can take place either from the 
id up, or by a "trickle down" 



process. In the bottom-up approach, the 
PAC interviews applicants and recom- 
mends three to five acceptable candt- 
dates to the district's school board and 
administration. One or both of the 
latter then makes the final choice. In 
the trickle down approach, theadmrnis- 
tration and/or school board narrows the 
field to a few acceptable candidates, 
then the local PAC makes the final 
choice. Whichever route is pursued, the 
principal should be given a three* to 
five-year contract, with renewal subject 
to approval by the PAC. 
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The PAC's prime activity is to select 
the principal and then advise him on 
matters such as budget allocation, per- 
sonnel policies, curriculum, and school 
discipline. However, within the bound- 
aries of state statute and overall school 
district policy, the principal has the 
final word. The PAC is simply advisory. 
If a school system is to be accountable 
and responsive, the responsibility for 
success and failure must be precisely 
fixed. If the principal is to be held 
responsible for the success or failure of 
a school, then he must be given the 
power to make changes. This is what we 
mean by "Principal Power." The power 
is held in check by numerous legal 
constraints and the strengthened voice 
of teachers, and the principal is inher- 
ently constrained by the authority of 
the PAC to terminate or renew his 
contract. 

What are the discretionary dimen 
sions of the principal's decrsion-making? 
There are at least three important ones: 
personnel, budget, and curriculum. In 
hiring new personnel, a school principal 
might well receive guidelines from the 
PAC; current staff members at the 
school should voice their views re- 
garding new employees and, above the 
ninth grade, students' views should be 
solicited. However, the principal should 
make the final decision. Presently, cen 
tral office administrators usually recruit, 
interview, and then assign new teachers 
to schools. A principal may have veto 
power, but even that is seldom formally 
assured. We believe strongly that the 
principal, with advice from clients and 
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Staff, should make employment deci- 
sions. Besides being consistent with the 
axioms of accountability and principal 
power, there exists a modest amount of 
empirical evidence to buttress thrs idea's 
utility.' ^ 

Principals should also be chief budget 
officers for their schools. With the 
important exception of categorical 
funds for special programs, school 
monies should be distributed to each 
school as a lump sum according to 
equitable districtwide rules. Thereafter, 
each principal and his advisors should 
determine, within state and district 
guidelines, how they wish funds allo- 
cated. Under an ideal system this would 
include selecting the mix of courses, the 
mix of teachers at varying credential 
steps (see the next section on Educa- 
tional Personnel), and how many 
teacher aides, tutors, and non- 
professional staff to employ. 

Phasing in a lump-sum school 
budgeting system will take a number of 
years because of established financial 
commitments to existing staff. How- 
ever, as several school districts through- 
out the nation have dramatically 
demonstrated, parents, administrators, 
and teachers can join forces to success- 
fully exercise budgetary discretion at a 
school site. 

Curriculum decisions are also 
bounded by state and district require- 
ments. We would hope that the latter 
were few in number. Aside from state 
requirements, there are powerful pres- 
sures from sources such as college 
entrance standards, national textbook 
publishers, test manufacturers, and 
various federal incentive programs to 
standardize curriculum rn our nation's 
schools.'** Local boards of education 
need to withstand these pressures in 
order to preserve what program varia- 
tion is still possible at the school site. 
When such discretion permits a choice 
among teaching methods or different 
program offerings, the principal should 
be the final authority. These decisions 
will almost inevitably be taken in con- 
junction with budget allocation deci- 
sions. Thus, the annual development of 
the school's budget should be a time of 
intense participation by PAC members 



and school staff. In the final dniilysis, 
though, curriculum decisions should be 
subject to the final authority of the 
principal. 

Statewide Icsting Program 

To this point, the weight of our plan 
has favored local control and intensified 
client participation. We have as yet 
offered no mechanism for protecting 
the state's interests. One such mecha- 
nism IS a system of statewide examina- 
tions intended to assess student achieve 
ment in at least reading and mathe 
matics. Other subjects might also be 
tested, at the discretion of the state 
legislature, but testing of the two basic 
skills IS almost an absolute necessity. 

An assumption here is that there is 
widespread acceptance of reading and 
computing as important minimal 
learning skills for every child. Some 
individuals may disagree on the relative 
significance of these skills, but few 
rational people would argue that they 
are of no importance. Consequently, it 
IS likely that an annual statewide assess- 
ment of children's achievement m these 
two areas will be acceptable. 

Other than to stipulate that the tests 
should be criterion-referenced, we do 
not recommend a single method of 
establishing a statewide testing 
scheme.'^ It is not necessary to test 
every child every year; by selecting a 
relatively small sample at each grade 
level from each school, students pro- 
gress may be small sample at each grade 
level from each school, students' pro- 
gre<;s may be adequately measured. 
However, it is important that the sam- 
pling population be selected so as to 
accurately reflect the achievement of 
each grade level at each school. To 
sample in larger agregates would tell us 
how a district or state is performing, 
and these units are too large to permit 
accurate identification of which pupils 
are learning and which are not. 

Anmial 

Perfomumce Reports 

Whereas the statewide testing pro- 
Q provides the state with an early - 
R I P ngsystem regarding minimum levels 



of student achievement, the Annual 
Performance Report is primarily for 
local client interests. This report would 
appear once each year, probably in early 
spring. The principal would be uiti* 
mately responsible for overseeing its 
production, but it should have sections 
reserved for exclusive use of the Parent 
Advisory Council, students (above the 
ninth grade), and staff. The report 
would be published in local newspapers, 
posted prominently in the school, and, 
most importantly, sent home to the 
parents or guardian of each student. The 
report would be the primary printed 
instrument by which clients could assess 
the effectiveness of their local school. 

Proliferation of reporting forms and 
data collection efforts has long been a 
frustrating fact of life in both the 
private and public sectors. If Annual 
Performance Reports are well designed, 
they should help to reduce some of the 
burden. For the state, federal govern- 
ment, and local school district as well as 
for the individual school site, the 
Annual Performance Report should be 
the primary data compilation instru- 
ment. The school district could aggre- 
gate the information it needed from 
school reports, and then pass them 
forward to the state. Rather than 
imposing an additional informational 
burden on local school personnel, the 
Annual Performance Report might well 
consolidate all other such efforts. 

The contents of an Annual Perfor- 
mance Report should include topical 
categories and items such as those illus 
trated below: 
School Information 

Name, location, enrollment, age of 
building, number of classrooms, number 
of specialized rooms, school site size, 
state of repair, amount spent on main- 
tenance in the last year and last decade, 
library volumes, etc. 
Staff Information 

Number of staff by category, propor- 
tion in various license classifications, 
age, sex, ethnic background, experience, 
degree levels, etc. 
Student Performance information 

Intellectual performance: all results 
of student performance in standardized 
tests should be reported in terms of 



state-established minimum standards. 
Relative performance of different 
schools in the district should also be 
provided. Other performance informa- 
tion might also be included: student 
turnover rate; absenteeism; library circu- 
lation; performance of past students at 
next level of schooling (junior high, high 
school, college); etc. 
Areas of Strength 

Here the school can describe what it 
considers its unique or noteworthy char- 
acteristics. The purpose is to encourage 
every school to have one or more areas 
of particular specialization and compe- 
tence, or to espouse a particular educa- 
tional philosophy, or to employ a 
distinct methodology or approach. This 
section would inform parents about the 
tone or style of the school. 
Areas for Improvement 

This section would identify five areas 
in which a school needed improvement 
and would outline its plans regarding 
them. These problem areas might in 
some schools change over the years, but 
in others remain the same as the schools 
mounted a long-term improvement pro- 
ject. This section should encourage 
schools to be self-critical, to establish 
specific goals and to report on subse- 
quent progress. 
Parent, Teacher and Student 
Assessment of School Performance 

Responsible parents, teachers and 
students should be permitted an uncen- 
sored opportunity to assess school 
performance. This section would permit 
various school constituencies to express 
their opinions of school success or 
failure with respect to such matters as 
instruction, curriculum development, 
racial relations, student particip *on in 
decision making, drug abuse, et'' 

School Site Budgetins 

In order to provide school siiv. v^i 
the flexibility they need to match pro- 
grams with client tastes, they must be 
given budgetary discretion. This is best 
accomplished through a system of 
lump-sum allocations to individual 
schools based upon formal, districtwide 
rules. Presumably these rules would 
allocate an equal amount of money for 
every similarly-situated student in the 



district. This baste dllocatiun would not 
include federal, stute, ui IuliiI Ciiteijon 
cai funds intended for specialized pro* 
grams or populations (e.g., handicapped 
children and ESEA Title I). Each princi- 
pal and his advisors would bo free,^ 
within state and district budget guide- 
lines, to determine the mix of items for 
which they wished to spend their funds. 

To develop budgets on a school-by- 
school basis and not base accounting 
on the same unit would be foolish. 
Some means must exist for assuring that 
each school remains reasonably within 
the boundaries of its budget plan. Since 
it makes no sense, in terms of econo- 
mies of scale, to have each school acting 
as a bursar, actual purchasing of most 
materials, payment of bills, and ac- 
counting for dollars should remain a 
function of the district central office. 
However, the district accounting office 
should keep its ledgers on a school-by- 
school basis. A rudimentary auditor's 
report should be included annually in a 
school's Performance Report. In addi- 
tion to revealing how monies are being 
spent, school -by-school fiscal reporting 
is critical if we are ever to better 
understand the linkage between re- 
sources and school performance.' ^ 

FamMy Choke 

To some educational policy analysts, 
school voucher plans are attractive. The 
voucher concept would inject a sub- 
stantial amount of the competitive 
market mechanism into the largely 
monopolistic public schools. There are 
numerous voucher plans, but the pri- 
mary aim of each of them is to shift the 
decision-making power in education to 
parents and students (above a certain 
age). Under a voucher plan, a family 
would be given a voucher redeemable 
for services at any state-approved 
school. Some plans would permit 
vouchers to be redeemed by public, 
private, and sectarian schools, while 
other plans would limit choice to public 
schools. 

Voucher plans have not been widely 
tried in lower education, although the 
concept has been used extensively at the 
n^ctsecondary level in the form of the 
Bill" for veterans. The only system* 



atic effort to assess the consequences of 
vouchers at present is still tn progress at 
Alum Rock, California.* ^ 

We reject the notion of a "pure" 
voucher scheme for two reasons. First, 
without an elaborate accountability 
mechanism, the state would have no 
way of ensuring its interests in minimal 
performance, social cohesion, and value 
transmission. Secondly, vouchers pre- 
sently trigger such substantial opposi- 
tion from almost all segments of the 
public school establishment that the 
political likelihood of their adoption is 
close to zero. 

Despite these weaknesses, voucher 
plans are not all bad. Within limits, 
schooling might well benefit from an 
element of competition. Further, 
vouchers are a convenient mechanism 
for promoting greater client choice and 
stimulating greater diversity of of- 
ferings. For these reasons we advocate 
"family choice," but only among public 
schools. 

Under such a plan, schools would be 
grouped into clusters of three or four. 
Small units within larger schools (mini 
schools) would be counted as separate 
operational units. In each school a 
specified segment of the curriculum 
would be devoted to those areas with 
state'established minimum performance 
standards. Outside these areas, each 
school within a cluster would be encour- 
aged to adapt its courses and instruc- 
tional style to the desires of its clients 
and develop a unique instructional for- 
mat, tone, and quality. This unique 
style would be jointly determined by 
the principal, the staff, and (in high 
schools) the students, working in con- 
junction with the Parent Advisory 
Council. For example, some schools 
might emphasize a specialty such as 
vocational education, fine arts, mathe- 
matics, or ethnic studies. Some groups 
of parents might desire a school em- 
ploying open corridor or open class* 
room techniques, while other parents 
might prefer a more structured and 
traditional school. In any event, deci- 
sions in such matters would involve the 
active participation of Parent Advisory 
Councils. 




record should be kept of family choices. 
If a clear-cut pattern emerges where one 
type of school is very popular and 
another type of school less popular, the 
district board and administrative staff 
should identify the reasons and take 
appropriate action. This might mean 
opening more schools of the popular 
type or allowing administrators of popu- 
lar schools to manage another nearby 
school in similar fashion. If a school is 
consistently unpopular, the explanation 
might be found in the quality of the 
personnel, or simply in diminished 
demand for that type of school. In the 
latter case, the school might be elimi- 
nated or combined with another type of 
school. If the fault rests with person- 
nel, steps should be taken to transfer 
them to a more appropriate setting. 

The family choice plan is not parti- 
cularly a radical idea. The mid-1 970's 
"alternative school" movement pro- 
vided parents with a choice of schools in 
many districts. A more formalized ver- 
sion of such an approach presently 
exists in Minneapolis, where preliminary 
evaluation by the National Institute of 
Education suggests remarkable parental 
satisfaction.* ^ 



IMPROVING 

THE PERFORMANCE 

OF EDUCATORS 




The overwhelming proportion of 
school costs are attributable to teacher 
and administrator salaries. In 1973-74 
more than 70 percent (S350 million) of 
total school expenditures in Oregon 
were used to pay instructional and 
administrative personnel.^ If the past 
accomplishments of Oregon's schools 
are to be sustained at reasonable costs, 
instructional personnel must be en- 
couraged to be more productive. 

Under the present system, we hold 
little hope that such an objective will be 
achieved on any significant scale. 
School systems are almost wholly in- 
adequate in evaluating teaching, 
rewarding outstanding instructional per- 
formance, effectively utilizing highly 
specialized personnel, and encouraging 
employees to upgrade their skills. If 
schooling is to be made more effective, 
these weaknesses must be overcome. 
The proposals we offer in this section 
address these problems of profession- 
alism and productivity. We will begin 
with a description of the teacher evalua- 
tion and performance incentive systems 
currently operating in public schools. 

The Present System 
of Incentives ^ ' 

TEACHER RECRUITMENT AND 
PRESERVICE TRAINING 

Teacher training is subject to fads. 
Legislatures in some state require 
teachers to have only a Bachelor's degree, 
while in other states or at other times, 
graduate work may be required for a 
teaching certificate (seldom does this 
involve more than a year of study beyond 
the Bachelor level). Education majors 
usually must pass a number of courses in 
various facets of pedagogy and complete 
a period of "practice teaching" ranging 
from one semester to two years, de- 
pending upon the institution and state 
i nvol ved. Schools of education are 
usually permitted to establish their own 
admission and graduation standards, and 
relative to other professional schools, 
such standards are generally low. The re- 
sult is that teachers, with some splendid 
exceptions, cannot match the academic 
qualifications of other professionals such 
as dj»ct«r^lawyers, or engineers.^ ^ 
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CERTIFICATION 

The knowledge and skills one must 
master during teacher training is seldom 
made clear, particularly in the area of 
practice teaching. The assignment of 
"student teachers" to mentors in the 
field is haphazard at best, and the 
supervision given a student teacher 
varies remarkably. The state usually acts 
OMiy as a referee to ensure only that the 
credential candidate has taken the cor- 
rect number of required courses. States 
traditionally delegate much of the 
authority over course content and 
supervision of credential candidates to 
schools of education. 
EMPLOYMENT 

Once certified or licensed, the tradi- 
tional pattern for teachers is to find 
initial employment either in a rural area 
or a central-city school system. The 
obvious consequence is to burden such 
districts with an inequitable proportion 
of inexperienced teachers.^ ^ {A sus- 
tained period of economic duress and 
teacher surplus may alter this pattern; as 
of now, there is insufficient information 
to judge.) Once hired, the ambitious 
teacher usually sets several career goals, 
including transfer to a "better" school 
or school district, tenure, and promo- 
tion. 

TENURE 

Tenure is a frequently misunderstood 
term meaning that a teacher cannot be 
legally dismissed without "cause." 
Cause is typically defined as incompe- 
tence or moral turpitude. Tenured 
status, in most states, is granted upon 
completion of three years of successful 
classroom teaching; presumably during 
the three-year trial period, a teacher can 
be dismissed simply as a consequence of 
an administrative decision. However, 
this is becoming more complicated as 
court cases and dismissal hearings in- 
creasingly assert the due process 
applies even to dismissal of a proba- 
tionary teacher. Typically it must be 
shown that a nontenured teacher's 
efforts were systematically evaluated 
and found wanting. 
EVALUATION 

The overwhelming majority of 
teachers percolate upward through the 
system and are granted tenure, if not in 



the district where they are initially 
employed, then in their subsequent 
teaching position. Moreover, the propor 
tion of tenured teachers dismissed for 
any reason is miniscule. 

The problem is typically one of 
evaluation. How can you tell if a teacher 
is performing his or her job well? What 
yardstick should be used^ There are 
widely conflicting views on the qualities 
of good teachers-probably as many 
opinions as there have ever been stu- 
dents. 

Administrators argue that they are so 
belabored with paper work and other 
duties that they seldom have time to 
assess teachers' classroom performance. 
In the absence of glaring evidence to the 
contrary, the typical administrative 
judgment is that the "teaching is ade- 
quate" and the individual involved is 
promoted. Once a teacher has been 
promoted over the trial threshold to 
tenure dismissal becomes much more 
difficult. 

To be sure there have been sporadic 
examples of teacher dismissals, but the 
majority of such cases have resulted 
from physical abuse of students or 
evident failure to maintain order in the 
classroom Seldom are dismissals based 
on a teacher's inadequate instructional 
performance. 
MIGRATION 

For teachers, a "better job" may 
require moving. Studies of teachers 
demonstrate that they typically perceive 
their status as being linked to the status 
of their students.^"* Thus teachers fre- 
quently attempt to gain jobs in middle- 
class, academically oriented schools. 
The effort to improve one's position 
may also involve a shift from elemen- 
tary to secondary teaching. Secondary 
teaching, with its greater emphasis on 
specialization,^ usually leads to higher 
status and pay, and therefore draws 
teachers from the elementary ranks. The 
frequent pattern is for teachers to try to 
migrate from rural or central-city 
schools to middle-class suburban 
districts or schools on the periphery of a 
big-city district. The latter migration 
pattern is facilitated by contractual 
^'^ngements with school districts 
)ir^\\ usually make teacher transfers a 



function of seniority. Thus, assignment 
to the most desirable teaching locations 
is part of the reward system and be- 
comes a professional prerogative of 
senior teachers. This transfer phenome- 
non typically leaves schools with low- 
income or hard-to-teach youngsters 
staffed by the least expenenced teachers 
and a few dedicated professionals. 
PROMOTION AND PAY 

"Getting ahead" is as important in 
teaching as it is in most occupations. 
However, an educator's salary is not 
tightly linked to his performance. The 
two primary determinants of a teacher's 
pay are number of years of experience 
and amount of schooling beyond the 
Bachelor's degree. Of the two, experi- 
ence is typically rewarded more by 
school district salary schedules. Auto- 
matic teacher pay increases leave little 
room for administrator discretion or 
judgments regarding quality of perfor- 
mance. Why? Here again we are faced 
with the problems of evaluation and 
lack of agreement on teaching quality. 
In the absence of acceptable objective 
measures, teachers fear that administra- 
tor judgments will be overly subjective 
and open to favoritism. The outcome of 
this fear is a pay and promotion system 
which is politically sanitized, chrono- 
logically automatic, and relatively 
insulated from any assessment of 
instructional performance. 
UPWARD MOBILITY AND 
IMPLICIT REWARDS 

Even when a teacher reaches the top 
of a district's salary schedule, his pay is 
not likely to be high relative to similar 
occupations. Consequently, ambitious 
teachers are frequently provoked into 
altering their careers, either by leaving 
education altogether or in some other 
fashion. The most frequent strategy is 
to strive for a school administrative 
position. The typical mobility pattern 
here is demonstration teacher, subject 
matter or grade-level department chair- 
man, guidance counselor, vice principal, 
central office curriculum supervisor, 
assistant superintendent and then super- 
intendent, state education department 
official or college instructor. Each of 
these steps generally involves substan- 
tially higher pay or prestige. Oui||e4uc4)' 
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tionol system conveys its highest 
rewards, financial and otherwise, on 
those who are most removed from 
classroom teaching. In shoit, if you 
want to be a success in education, get 
out of teaching, 
INSERVICE TRAINING 

Good education depends heavily on 
teachers keeping abreast of new devel- 
opments, so the incentives are strong for 
teachers to continue their education and 
training. Oregon spends $10 to $20 
million annually on inservice training of 
teachers. Unfortunately, the state and 
local school districts have forfeited con- 
trol of the training endeavor; inservice 
education is almost completely at the 
discretion of the individual teacher. In 
most instances, pay scales provide salary 
increments whenever a certain plateau 
of college course credit is reached. The 
content of the courses or their relation- 
ship to a teacher's instructional perfor* 
mance is usually immaterial. Inservice 
training and continued education could 
be vastly more effective if these 
weaknesses could be overcome, 
SUMMARY 

The present system of recruitment, 
training, licensing, employment, evalua- 
tion, promotion, and compensation of 
teachers discourages capable individuais 
from entering teaching and discourages 
those already in teaching from dedi* 
eating themselves to mastery of their 
Instructional tasks. Moreover, it severelv 
inhibits any form of effective super- 
vision, supportive criticism, or pressure 
for change either by colleagues or 
administrators. Under such conditions it 
is no wonder that teachers frequently 
feel alienated, find it difficult to view 
themselves as professionals, and are 
eager to leave the classroom as soon as 
possible. In short, the personnel system 
in education is essentially out of con- 
trol. 

A New System 

Many of the problems of teacher 
effectiveness are triggered by conditions 
beyond the scope of this discussion. For 
example, part of the difficulty of 
increasing teacher professionalism arises 
from the lack of autonomy teachers 
have to make instructional decisions and 



uiftuuMLU dtstiiLt puliLy. It i> difficult to 
iiiKigiMO tiuit phystcuiiib ut uthci piufus 
Sionals would tolerate the adniinrstuitive 
subjug^ition fioni which tuucliurs ore 
only now begmiiing to eniLMge. Abiilu 
fioin thu nuLeb:>ity foi InibkL lefoims m 
bchuul govLMnduce, tlioitgh, tliuie viri: 
steps which loii be token now to eti 
coiiuige greater teacher effectiveness 
<ind pioinote professionalism m educa 
tion. 

TEACHER RECRUITMENT 

DiiriJig llie Gieat Depression,^ many 
individuals sought the stable employ- 
ment offered by a career m public 
school teaching. As a consequence, 
Amencd was able to attract at that time 
one of Its most capable cohorts of 
teachers. Economic instability in the 
niid 1970s, coupled with an excess of 
licensed teachers, may offer a similar 
opportunity to elevate the overall 
quality of teachers today." ^ Several 
useful steps m this direction can be 
taken by teacher training institutions. 

First, colleges of education should 
elevate admission standards for teacher 
training programs. While r.idking every 
effort to recruit candidates from a 
broad ethnic spectrum, admission of- 
ficials should carefully scrutinize appli 
cants so as to accept only the most 
qualified potential teachers. If such a 
program is pursued effectively over the 
next several years, scores of education 
students on the Graduate Record 
Examination and similar measures 
should equal or surpass those of stu 
dents m many other graduate depart 
ments. 

Oregon presently needs approxi 
mately 30-35,000 licensed teachers, and 
population projections suggest that this 
figure will remain stable at least fot the 
next decade. In times of economic 
prosperity, career changes, promotions, 
retirements, deaths, etc. cause approxi 
mately a 10 percent turnover rate in 
school district professional staff, in 
periods of economic hardship, this rate 
drops to about 5 percent. Using these 
figures, we estimate that Oregon will 
need from 1.500 to 3,000 new teachers 
each year until 1985. At least until 
Q hiring figures are likely to be 
D ir^ to the lower number. We estimate 



th.it only 1,983 new teacheis were 
employed by local Oiegon districts m 
1974. 

It IS difficult to obtain precise fig- 
uies, but we estimate that 5,000 to 8,000 
ludivukuits die now enrolled in Oregon's 
publ.c and private teacher training pro 
yrarns. Some of tliese persons, of course, 
anticipate jobs in other states or have 
career aims outside teaching. Never 
the less, the number of would-be 
teaciiers presently in training probably 
lepresents a misplaced investment. To 
correct this situation, we recommend 
that Oregon's teacher-training riKtiKi 
tions proportionally decrease ttu >i 
number of students until annual i>i. ^K.^ 
tion approximates 3,000. At the least, 
state policy should reduce the number 
of teacher tiaming positions at state 
institutions. The resources saved by 
such reductions should be redistributed 
to increase the quality and intensity of 
instruction for teacher trainees in ways 
we describe below. 

PRESERVICE TEACHER TRAINING 

For both elementary and secondary 
school personnel, teacher training 
should take place exclusively at the 
graduate level. Following completion of 
a Bachelor's degree, an individual would 
be eligible to apply for admission to a 
school of education. The teacher- 
training program would occupy two 
years of giaduate study, and successful 
candidates would receive a Master of 
Arts degree in Teaching (MAT). For 
secondary teachers this program would 
include a year of graduate work in a 
subject nrauer field. Students' respect 
for beginning teachers and teachers' 
self respect, would be substantially 
enhanced if subject matter competence 
were better assured than is presently the 
case. 

Elementary teachers should be spe- 
cializing also, primarily in the teaching 
of reading and mathematics, tr. addi- 
tion, they need an intensive under- 
standing of child development 
processes. Beyond their graduate year of 
specialization, both elementary and 
secondary teacher trainees should spend 
an additional year in courses in peda- 
gogy and practice teaching. Practice 
teachtfig^ should take place over an 
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entire year, with the trainee assuming 
gradually increasing responsibility for a 
group of students. Practice teaching 
should take place under the tutelage of 
a supervisor from the school of educa- 
tion and under the supervision of a 
Master Teacher within the school. (We 
will have more to say later about Master 
Teachers.) An important part of the 
teacher training program would be com- 
pilation of a "professional portfolio," 
which subsequently will serve as the 
primary instrument for teacher evalua- 
tion. 

TEACHER LICENSING 

Cufii'i{ .t.ite credentials should be 
lupUici'U bv IkKii new certificates: (1) 
II I 1 ^..iJ] (2) Classroom Teacher, 
(3) Special TejUier, and (4) Master 
Teacher. Each of these categories would 
represent added levels of training, 
experience, and competence, and .al 
vancement from one level to the next 
would involve a number of evaluation 
procedures. Each successive credential 
category would have a significantly 
higher pay scale. In addition, each cate- 
gory would have its own prerequisites 
and duties, as described below: 
Intern Teacher 

This credential category would be 
open to those individuals who success- 
fully completed the two-year graduate 
program in teacher education. Academic 
performance over the two years and 
performance in practice teaching com- 
ponent would be weighed heavily in the 
certification requirements. Once awarded 
Intern Teacher status, an individual 
would be eligible for employment but 
would remain under the supervision of a 
Master Teacher for another two years. 
Intern Teachers would carry one-half to 
two-thirds of a normal teaching load 
while developing pedogogical techniques 
suitable to their instructional responsi- 
bilities. They would also plan and con- 
duct simplified classroom research 
projects and would continue to iccumu- 
late useful materials for their profes- 
sional portfolios. 
Classroom Teacher 

Individuals who successfully com- 
plete at least two years of internship 
teaching and pass a formal evaluation 
would be licensed as Classroom 



Teachers. These teaclieis would be ehgi 
ble for <1 full lodd of cldssrooni instiuc- 
tional responsibilities at either the 
elementary or secondary level Because 
of greater emphasis upon professional 
ism and better pteservice preparation, 
however, the Classroom Teacher would 
also have responsibilities for conducting 
research and helping to evaluate fellow 
teachers and administrators. 
Special Teacher 

This category would be open to 
Classroom Teachers with four years of 
successful experience. Candidates would 
need a minimum of one additional year 
of graduate study and would have to 
satisfy any additional requirements of 
the state teaclier licensing commission 
for this credential level. Special 
Teachers would be eligible for instruc- 
tional assignments requiring added 
knowledge and expertise, such as 
teaching physically and mentally handi 
capped children or underachieving stu 
dents in low-income schools. To receive 
Special Te*.cher's pay,, a teacher would 
have to actually work with a group of 
"special" students. It is not likely that 
such assignments would be in schools 
filled with normal children from com- 
fortable economic circumstances 
Master Teacher 

This category would be reserved for 
no more than ten percent of all teacliers 
in the state. Certification as a Master 
Teacher would require a doctorate de- 
gree, successful service as an Intern 
Teacher, Classroom Teacher, and 
Special Teacher, and evaluation by the 
.Liiv ti\Kher licensing commission. Mas- 
t*') Tr.iitn'is pijiform iriStiULtiun<il one! 

.a^H'l , fuULtlOIW LOhi>iating pri 

■ 'Kiitiv of uvui sut^iiig thu piiicticu 
tcvi*.J».iHj of ti <iiiitfu!> ami tliu vvufk uf 
lutein irh^js. Thu tttlu of Mdstei 
TtMLlii'i v)/uuld refjiosunt mastury of a 
bubjOLt matter atua of ^kill spucialty, 
knowlt'iiyt of puUaguyu.al puiLticus and 
research technicjuus and a locord of 
outstanding perfuimancu as a tuachui. 
Master Teachers should be professionals 
in every sen';e of the word, and they 
should enjoy the status, autonomy and 
pay of a professional. (Master Teachers 

Q uld be on the same pay schedule as 

• lOo' principals.) 



TEACHER EVALUATION 
AND PROMOTION 

Evaluation procedures are at the 
heart of any system designed to improve 
teacher performance. Such procedures 
must (1 ) be based upon valid and 
reliable information, (2) permit teacher 
participation in the establishment of 
evaluation ground rules, (3) incorporate 
judgment by fellow teachers, and (4) 
provide feedback to the individual being 
evaluated. We believe the following 
arrangements would satisfy these condi- 
tions. 

State Teacher Licensing Commission 

Primary responsibility for the estab- 
lishment and maintenance of teacher 
evaluation regulations should rest with a 
special state licensing commission. This 
body would assess eligibility for the 
four credential levels we have already 
described. (Progress through the various 
steps within any credential category 
would be the responsibility of the local 
school district.) 

The licensing commission should be 
composed of ten members, including 
two representatives from teacher- 
training institutions, two Master 
Teachers, and two supenntendents. 
These six would be appointed by the 
state superintendent of public instruc- 
tion with the approval of the state 
board of education. Two local school 
board members and two citi2ens would 
be appointed to the commission by the 
governor and state legislature. The term 
of office for commission members 
should be no less than two years and no 
more than four, and terms should be 
staggered to assure continuity of experi- 
ence among the membership. The com- 
mission should receive enough funds 
from thu legislature to cover operating 
expenses and the cost of a small staff. 

The licensing commission would 
appoint regional review boards through 
out the state, which would assess the 
qualifications of teachers applying for 
promotion from one credential category 
to another. 

Evaluation Procedures 

Upon completion of the prescribed 
years of service and otfiei requirements 
for a particular credential category, a 
candidate for promotion woulcLaj^pU^to 
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the state teacher licensing commission 
for formal evaluation. The application 
would then be delegated to the appro- 
priate regional review board. Each re- 
gional board would include one Master 
Teacher, one college faculty member, 
one superintendent, one school board 
member, and one citizen and would 
convene once annually, in the winter. 
The staff of the state commission would 
prepare the materials necessary for the 
Board's deliberations and schedule any 
required interviews with promotion 
candidates. Besides reviewing each 
candidate's professional portfolio, the 
regional board would have the preroga- 
tives of interviewing the candidate and 
talking with students and parents, 
teaching colleagues and supervisors. 

Each regional board would com- 
municate its decisions to the state com- 
mission by early spring, and all candi- 
dates would be informed of credential 
decisions simultaneously. Candidates 
would be able to appeal negative deci- 
sions directly to the state commission. 
Successful promotion candidates would 
be eligible for any opening in the 
appropnate credential category, and all 
school districts would choose from the 
eligibility pool. In other words, it would 
be possible to have more eligible Special 
Teachers than Special Teaching positions,, 
only those actually employed in such 
positions would draw commensurate 
pay. This point is particularly important 
in the instance of Master Teachers, since 
only 10 percent of the state's teachers 
can assume that rank. 
Professional Portfolio 

We believe it is crucial that teachers 
share the responsibility for their own 
evaluation. Toward Uiis end we have 
already proposed that the state teacher 
licensing commission and its regional 
subunits be comprised partly of 
teachers. Beyond that, each teacher 
should assemble the basic evidence upon 
which evaluation will be based. This 
information would be used for annual 
evaluation at the school district level, as 
well as by the state and regional li- 
censing commissions. The keystone of 
the individual teacher's record should be 
a "professional portfolio" consisting of 
the following items: 



1. academic transcripts and a descrip- 
tion of undergraduate, graduate, and 
professional coursework. 
2 a record of the scores on statewide 
tests of the students who have been in 
the teacher's cliarge. 

3. questionnaires completed each year 
by parents and students (above the 
eighth grade), 

4. video tape records of observations 
and special instructional activities of the 
teacher; 

5 letters of evaluation from Master 
Teachers, administrators, and college 
supervisors; 

6. evidence of classroom research 
studies; 

7 other Items of the teacher's choosing 
which illustrate instructional prowess. 

These items would provide the pri 
mary grist for tfie teacher evaluation 
mill. Regional review boards and the 
state commission could collect add! 
tional information wherever they be- 
lieved it useful. 
THE ROLE OF THE LOCAL 
SCHOOL DISTRICT 

Teacher evaluation clearly must take 
place more regularly than during the 
periodic assessments by the state 
teacher licensing commission. Between 
reviews for credential purposes, local 
officials must assume evaluation respon 
sibillty. This should be done every two 
years in a manner consistent with the 
state level procedures we have 
described. A local district evaluation 
panel might be composed of a Master 
Teacher, pr'ncipal. parent, and a student 
(above the eighth grade). Again, the 
teacher's professional portfolio s ould 
serve as the primary basis of such an 
evaluation. 

Biennial local evaluation sessions will 
have at least two important outcomes. 
First, the individual teacher will be 
provided with feedback regaiding his 
performance. This performance report, 
along with the state requirements for 
credential promotion, should serve as 
the primary guideposts for inservice 
education efforts. Secondly, the results 
of the evaluation will determine each 
teacher's placement on the district sal- 
nr*^crh^edule for his particular credential 
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INSERVICE EDUCATION 

Oregon presently spends millions of 
dollars annually upgrading teachers' 
skills. However,^ these efforts are not 
tied systematically to a teacher's 
instructional performance. Despite a 
teacher's strengths and weaknesses, he is 
free to take whatever college courses he 
desires. The courses offered by teachei- 
trauiing institutions are too frequently 
not useful to teachers, and teachers have 
little choice but to enroll in what is 
available. And in terms of salary sched- 
ule increments, it seldom matters what 
courses are taken. We propose that 
salary schedule advances be tied to the 
successful completion of courses con- 
sistent with the recommendations con- 
tamed in a teacher's biennial local evalu- 
ation or with credential requirements. 

In order to assure that college 
courses for teachers are as useful as 
possible, teacher organizations should 
form advisory panels to assist teacher- 
training institutions in determining 
course offerings. If this proves unsatis- 
factory, school districts should consider 
offering their own mservice education 
programs geared to local teacher needs. 
This would appear to be a function 
ideally suited for interniediate-level 
education units.**^ Such mservice 
arrangements could be more tightly 
geared to teacher-improvement require- 
ments and would provide teacher- 
training institutions with badly needed 
competition. 

ADMINISTRATORS AND TEACHING 

Because promotion to administrative 
positions now acts as an incentive to 
draw capable individuals away from 
classroom instruction,, we have a-fvo- 
cated that ten percent of the state's 
teachers receive the same salary as 
school principals. However, it probably 
will take more than this to restore 
dignity and status to classroom instruc- 
tion. Consequently, we strongly urge 
that at least 90 percent of all school 
administrators in local school districts 
be required to carry at least a one-fifth 
teaching load. Such a provision would 
save the state some money, but much 
more importantly, it would convey the 
idea that instruction is the sma qua non 
of sc|iqpling. 



Prospects for Success 

Given the obstacles facing any 
attempt to reform public education, 
what IS It about the ideas proposed here 
which promises success? Why should 
these proposals succeed when previous 
plans have fallen short? It is possible 
that our Proposals will also succumb to 
professional opposition, political inertia, 
or intellectual challenge. Nevertheless, 
we have tried to construct a judicious 
mix of existing analytic technology,^ 
market-place economics, and political 
participation sufficient to facilitate 
adoption. 

The absence of a widespread consen- 
sus regarding the purposes of schooling 
has led us to advocate small decision- 
making units for setting most educa- 
tional goals. Though it is by no means 
certain that all the parents at a parti- 
cular school will agree, it is more prob- 
able that this relatively small unit can 
reach agreement than larger jurisdictions 
such as a school district, county, or 
state. Certainly this will be the case if 
the element of family choice is allowed, 
under this situation, parents would have 
more homogeneous educational tastes 
than IS presently the case in most school 
systems. Consumer freedom and parent 
advisory councils should make it pos- 
sible to reach agreement on goals at 
each school. Diversity of opinion can be 
accommodated by having different 
types of schools. 

While facilitating agreement on edu- 
cational objectives, this approach also 
enables the state to protect its interests, 
since each school is a sufficiently inte- 
gral unit to permit the identification of 
failure. Through statewide tests, public 
officials can identify low levels of 
achievement in sufficient time to rectify 
the condition. 

By establishing a hierarchical profes- 
sional ladder and offering economic and 
status rewards for each successive step, 
our accountability plan endeavors to 
restore performance incentives for 
teachers. Professional autonomy and 
pride are enhanced by heavy reliance 
upon peer judgment in promotion deci- 
sions. Under these conditions teachers 
would gain control over their profes* 



siona! destiny heretofoie unavailabic. 
Also, paying capable teoch(?is js much 
as school pnncipals and requiring 
administrators to assume 3t least a 
minimal teaching k>ad gives classroom 
instruction the added emphasis it must 
have if schools are to be made more 
productive. 

Our proposals are directed, over the 
long run, at increasing school efficiency. 
By encouraging diversity in educational 
styles and instructional modes and 
identifying the most successful strat- 
egies, we can eventually build a body of 
pedagogical science. Feedback about 
school effectiveness will be generated by 
the statewide testing program and the 
school choices of families. One measure 
IS relatively objective, the other sub- 
jective; both appear necessary to encom- 
pass the complicated aims of schooling. 
Moreover, school-hy-school budgeting 
and 'accounting in time will permit more 
rigorous cost effectiveness analyses than 
are currently possible. 

Our accountability scheme is not 
based upon unsupportable assumptions 
about educational technology. Instead, 
wc have used a centuries-old mechanism 
for making decisions in the face of 
incomplete knowledge, competition 
and consumer choice. In the absence of 
widely accepted standards by which to 
judge school performance, the consumer 
should be able to choose what best 
satisfies his tastes. Assuming that par- 
ents have the best inte.'-ests of their 
children at heart, they will choose 
schools dnd educational policies consis- 
tent with what they regard as "good" 
education. 

Admittedly, all of this may appear 
complex and bulky. However, _ this is 
probably an inevitable consequence of a 
system which must balance complicated 
and potentially competing values such 
as lay control, professional autonomy, 
social cohesion, local choice, concern 
for private values, and prudent deploy- 
ment of public funds. These values are 
presently out of balance, and the techni- 
cal accountability model may be exacer- 
bating the situation. Our hope is that an 
accountability model which acknowl- 
odnes political reality and technical 
l^rtcomings may restore equilibrium. 



MAKING SCHOOLS 
MORE EFFICIENT 
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In that by far the largest proportion 
of school costs stems from instructional 
efforts, we have felt justified in devoting 
most of our attention to improving 
instructional proficiency. However, 
improvements in the technical opera- 
tions of schools would also result in cost 
savings and added pioductivity. In the 
rest of this chapter we will discuss such 
technical matters. The reader should 
remember, though, that our efforts in 
this area have been nowhere near as 
exhaustive and intensive as our school 
finance analyses. 

School District 
Reorganization'" 

Oregon, like most states, has already 
achieved substantial progress in con- 
solidating school districts. As recently as 
1932 there were 1995 school districts in 
Oregon; by 1973-74 that number had 
been reduced to 339. Nevertheless, 
theie remains a residue of confusion and 
inefficiency in state statutes that still 
recognize too many different categories 
of school districts— common, joint, uni^ 
fied, elemeniary, etc. Beyond that, 
there i>till are too many small districts. 
In 1972, 169 districts enrolled less than 
500 students, and 245 districts had less 
than 1,000 students, i^^oreover, a sub- 
stantial percentage of Oregon's school 
children are not in unified school dis- 
tricts. Their schooling is often jeopard- 
ized by unrelated and disjointed 
academic requirements that may sud- 
denly change during the transition from 
elementary school to high school. In 
short, a number of organizational 
reforms are still badly needed. 
GOALS 

Reorganization is rarely undertaken 
for its own sake,, rather, it is employed 
to attain some broader objective. In the 
case of public education, five goals seem 
to underlie most reorganization efforts: 
Equality of Educational Opportunity 

The state has an obligation to ensure 
fair access to educational resources by 
those eligible for public schooling. 
Reorganization may improve the 
equality of educational opportunity by 
equalizing resource expenditures and 
program offerings based on the needs. 



interests, or abilities of ali eligible 
students. 

Equity of Public Education 
Tax Support 

The tax burdens riecessary to support 
The public education system should also 
be distributed fairly. The creation of 
intermediate education districts and the 
merger of school districts, for example, 
are used to equalize tax burdens within 
a state. Most of the post Serrano con 
troversy in school finance has involved 
this issue of taxpayer equity. 
Effectiveness and Quality 
of Educational Resources 

The state may also strive to improve 
the quality of the teaching and adminis 
trative personnel, facilities, supplies and 
other public school resources. Unifica- 
tion of districts, legislative and adminis 
trative curriculum requirements and 
staff certification procedures are 
examples of various reorganization 
efforU which may be directed toward 
this goal. 

Efficiency in the Use of 
Public Resources 

The scarcity of public resources 
demands efficient use of those resources 
which are invested in the school system. 
The initiation of better management 
procedures and efforts to eliminate ser- 
vice duplication and reduce per pupil 
costs exemplify efficiency-related mo 
tives for reorganization. 
Maintenance of Public Support 

Building public support for the 
state's school system is another ob- 
jective of some reorganization efforts. 
For example, the prevalence of neighbor- 
hood schools and community-oriented 
school districts, local school board and 
bond election procedures and tradi- 
tional reliance on local taxation all 
represent an effort to encourage local 
citizen involvement in school affairs. 
OBSTACLES 

The issue is not the legitimacy of 
goals, but rather their relative priority in 
educational policy making. There are 
several constraints which limit the 
state's reorganization options in pursuit 
of any particular objective. Factors 
which hamper the scope and success of 
restructuring efforts include the 
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Tradition 

School system reorganization is torn 
between two competing forces which 
characterize the history of American 
public education. On the one hand, the 
state has the ultimate legal authority 
and responsibility for organizing, main- 
taining, and reorganizing the public 
school system. On the other hand, the 
local school district retains political and 
economic supremacy in matters 
affecting the actual operation of the 
schools. As a result, state legislatures 
now find it difficult to assert their 
primary jurisdiction over reorganization 
issues. The tradition of local control 
represents a sizable obstacle to state- 
initiated organizational reform. 
Lack of Consensus 

The lack of statewide consensus on 
broad educational goals has also ham- 
pered reorganization efforts. For 
example, most parties favor the goal of 
"equal educational opportunity," but 
they may disagree whether that means 
equal expenditures per pupil, similar 
quality resources, access to a uniform 
minimal program or reduced student 
achievement ranges. Likewise, there are 
generally accepted empirical standards 
for other goals, such as resource ef- 
fectiveness or efficiency. 
Legislation 

In many states, legislation applicable 
to school system organization has dis- 
couraged efforts at organization reform. 
Some legislative practices which may 
have such an inhibiting effect include: 
state financial grants to inefficient dis 
tricts, state aid distribution patterns 
that exacerbate disparities in local 
taxable wealth, support for nonresident 
tuitions and limitations on the creation 
and assumption of bonded indebted- 
ness. 

Usually such provisions are enacted 
with little consideration of their poten* 
tial impact on school system organiza- 
tion per se. Their existence creates a 
significant paradox, when the legisla- 
ture's ability to fulfill its constitutional 
duty to provide a satisfactory public 
education organizational structure is 
hampered by its own past legislation. 
This suggests the need for a comprehen 
sive review of educat.OQ^I legislation to 



remove roadblocks to effective reorgan- 
ization. 

Practical Factors 

Often such factors as population 
density, climate conditions, transporta- 
tion, topography or demographic 
characteristics will constrain efforts to 
improve school system structure. The 
"remote and necessary" district or 
school IS a good example of an 
unavoidable yet suboptimal organiza- 
tional unit. The task of the state here is 
to maximize the desired features of 
school system organization, subject to 
such practical constraints. 
Political Opposition 

Reorganization inevitably involves 
some redistribution of benefits and 
burdens. Therefore, it is not surprising 
that restructuring should be opposed by 
those who feel adequately served by the 
existing structure. Teachers and admin- 
istrators may fear the loss of their jobs 
or changes in working conditions; tax- 
payers may be concerned about 
increasing their school-tax burden; 
parents may seek to keep their children 
in nearby schools, or board members 
may fear the loss of power or prestige. 

These factors— individually or in com- 
bination-have tended to constrain com- 
prehensive efforts at school system reor- 
ganization. Their influence varies de- 
pending on the specific situation, but 
each must be considered in planning legis- 
lative strategy for school reorganization. 

The controversy surrounding school 
system reorganization stems from dif- 
fering interpretations and priorities 
attached to the goals and constraints 
outlined above. This controversy may 
involve the desirability of reorganization 
or merely the direction which such 
restructuring should take. As the body 
responsible for creation and operation 
of the public school system, the state 
legislature has both the opportunity and 
authority to resolve such controversies 
through its policy-making and legislative 
activities. 

Indudns Compliance 

How can resistance to district re- 
organization be overcome? Either 
incentives, penalties, or both, may be 
included in school reorganization stat- 



utes, depending on the importance of 
the legislation and the ndture of dntici 
pated enforcement problems. Examples 
of such features include the following: 
Procedural 

Specified deadlines for each phase of 
reorganization designation of an agency 
responsible for each phase, witli an 
alternate plan in case the primary 
agency fails to act. 
Financial 

a. General State Aid 

Eligibility for state aid dependent 
upon satisfactory organizational struc- 
ture 

Lower local tax rates for areas in 
compliance 

Threatened loss of state aid in non- 
complying areas 

b. Special State Aid 

Incentive grants of additional basic 
aid, transportation cost-sharing, capital 
outlay grants, liberalized debt ceilings, 
etc. for areas in compliance 
Program 

Specified minimum enrollment sizes 
for different types of schools, with 
specific procedures and criteria for vari- 
ance from those norms 

Specified minim.um staff/pupil ratios 
for different school levels. 

Specified minimum range of services 
and resources made available to each 
pupil. 

Accessibility 

Maximum transit time and/or dis- 
tance from pupil residence to appropri- 
ate school, with specified procedures for 
approving exceptions. 

The preceding examples suggest the 
many ways in which state legislation 
can influence school system organiza- 
tion, apart from passage of formal 
statutes directed at organization reform. 

History of 
Oregon Legislation 

In reviewing Oregon's school system 
reo.'ganization statutes, one is immedi- 
ately confronted with a bewildering 
array of organization classifications. The 
variety of legislative terminology is in 
Itself a significant obstacle to developing 
Q ffective, comprehensive reorganiza 
> I /^"strategy. The problem is most acute 



table 6-2 

CATEGORIES OF SCHOOL DISTRICTS UNDER THE JURISDICTION 
OF THE STATE DEPARTMENT OF EDUCATION, 1974 



BASIC CATEGORIES 


NO. OF 


NO. OF 


NO. OF 




DISTRICTS 


GRADES 


DIRECTORS 


Unified 


187 


K.12,1.12 


5.7.9 


With higli school 


155 




5,7.9 


without high school (unified Eleniontary) 


32 




5 


Elementary (within boundary of Union High 








district) 


127 


KG. 1-G.K -8.1-8 




Union High 


25 


7.12".9-12 


5 


TOTAL 


339 






OTHER NAMES USED IN THE OREGON 








REVISED STATUTES 








Common 








A non-Union high school district 


314 


all 


5 (under 








3000) 








7 (over 








3000) 


Elementary-Unified 








A Common school district providing only elemen- 


32 


K-12.M2 


5 


tary education but responsible for K"12 or 1-12 








and contracting for secondary education 








Elementary 








A Common school district providing only eiemen> 


127 


K-6.1G, 


5 


tary educatioii but contracting with other districts 




but usually 




for the provision of secondary education 




K-8.1-8 




Administrative 








A Common school district formed into an admin- 


100 


»<-12,M2 


7.9 


istrative unit 








Unified 








A Common school district providing both etem. 




K.12,1-12 


5,7.9 


and secondary ed 








Union High 








A non-Common school district providing secon* 


25 


7-12, but 


5 


dary education only 




usually 9-12 




County Unit 








A Common or Union High district located in a 


4 


M2 


5 



county adopting the County Unit system 

(ORS 333) and composed of all territory in that 
county except areas included m 

1) City district, or 

2) Union High district which includes a City 
district or territory in more than one county 
(unless formed as in ORS 333 126) 



City 

A Common or Union High district containing at 
least 1000 children of school age. containing a city 
or incorporated town and located within a county 
with the County Unit system 


2 


M2,1-8 
and 9-12 


5,7 




Joint 










A Common or Union High district composed of 


59 


an 


5,7,9 




territory in two or more counti&s 










Suspended-taxing 

Paying tuition for K-12 or 1-12 but not operating 
schools. 


2 


1-8 


5 





SourceiReport of the Legislative Interim Committee on Education, December. 1974. p. 63. 



at the intermediate and local district 
levels, which contain no less than 11 
different types of units, excluding conn 
munity college districts. These various 
types of school districts are listed m 




involved with each. 

Although unified, united elementary, 
elementary and union high school dis- 
tricts are most frequently encountered, 
this chart suggests the confusion and 
complexity produced by these different 



cldSsifiCdtions. Tl?t» piohU-m is fxoo»i 
Iwted by othei types of tlislnt-ts wluth 
ore now defunct, such as the "luuir* 
school district which was replaced l)v 
the iPitei mediate education district, hi 
the interest of simplicity, the followmtj 
histoiical summary selectively focuses 
on the niajof statutory provisions 
governing reorganization ot the inter 
mediate and local distiict levels. 
LOCAL DISTRICT LEVEL 

Pnor to 1947. Oregon had rehed 
essentially upon voluntatv consohda 
tions and annexations for reduction in 
the number of school districts, hi 1947. 
however, the legislatuie passed a limited 
mahdatoiy reorganization statute which 
ditccdy resulted m dissolution of 252 
nonoperatrng districts. Restruc Hiring of 
operating districts remained an optional 
and largely unguided process. 

Aside from sponsoring Holy's report 
on the need for substantial district 
reorganization, the legislature passed 
little significant legislation in this area 
until 1957. In that year, the School 
District Reorganization Act created a 
scmr permissive reorganization process at 
the local district level. Under this legisla- 
tion, county reorganization committees 
elected by local school boards were 
charged with the responsibilrly for pre* 
paring district reorganizatior. plans for 
each cour^ty. These plans were to be 
pijsented to local residents in public 
hearings for response and modification. 
Each county plan was then submitted 
for approval to the state board of 
educatron. whrch might conduct its own 
public hearings. Upon approval by the 
state board, each reorganization proposal 
was returned to its originating county 
committee for submission to voters in 
the affected area. Actual implementa- 
tion of any reorganization plan 
depended on a 60 percent favorable 
vole in each district affected by the 
change. 

This act has undergone frequent 
amendments since its inception (in 
addition to withstanding a 1961 repeal 
attempt). With the abolition of county 
reorganization committees in 1962. the 
state's reorganization system became a 
"^"'7 permissive one. Although its 
n ip has changed, the original 1957 act 



ronia.ns the principal legislation 
goveinmg the reorganization of com 
mon school districts into "administra- 
tive school districts." At the moment, 
the provisions of ORS 330.505 to 
330.780 outline the following pro- 
cedure: 

REORGANIZATION 
INTO "ADMINISTRATIVE 
SCHOOL DISTRICTS • 
Plan Preparation 

The Intermediate Education Board 
or governing body of each county may 
prepare reorganization plans. 
Plan Format 

If a plan is developed, it must. 

II provide for the incorporation of 
county territory into one or more ad- 
ministrative school districts 

2) specify existing and proposed district 
boundaries 

3) recommend school location and 
related utilization practices 

4) if proposed new district has less than 
100.000 population, provide local 
school committees representing each 
school attendance area 

51 indicate necessary transportation ser- 
vices 

6) set out an equitable plan for adjust- 
ment of assets and liabilities of each 
district affected by the plan 

7) if proposed district has less than 
40.000 population, provide for election 
zones if considered desirable and terms 
of office of board members 

81 provide for zone or at large election 
procedures 

91 summarize reasons for proposed re 
organization 

101 if proposed distrtct(sl involves joint 
county territory, designate in which 
I ED the district (si will be included 

III be supported by studies and surveys 
of specified factors 

Plan Consideration 

The committee hulds a public 
hearing on the proposed plan, makes 
any necessary modifications, adopts a 
final version, and submits it to the State 
Board of Education for approval. 
Plan Approval 

The State Board, if it receives a 
remonstrance from a local citizen within 
30 days after adoption of the plan by 
th^^htcal committee, must hold 
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hearings prior to its decision; otherwise, 
no hearing is required. Tlie Board must 
finally approve or reject the plan, and 
return it to the local body. If the plan is 
rejected, that body must revise it and 
resubmit it for Board approval. 
Plan Submission to Voters 

A majority of favorable votes is 
required in each of the affected districts 
in order for the plan to he implemented. 
Subject to a potential repeat election, 
any rejecting district is excluded from 
the operationalization of the plan. The 
remair^ing districts also have the option 
of calling a new election based on the 
revised pattern of district participation. 

From 1957 to 1969. a total of 98 
new administrative districts were 
formed under this procedure, ranging in 
enrollment size from under 100 to over 
17.000 pupils. To create these new 
units. 201 prior districts were dissolved, 

A second district-level reorganization 
procedure is described in ORS 330.080 
to 330.310. It specifics the conditions 
and procedures governing boundary 
changes or niergers among a county's 
districts. Both mandatory and permis* 
sivc forms are involved, as outlined 
below: 

BOUNDARY CHANGES 

OR MERGERS 

Plan Preparation & Guidelines 

A county-based district boundary 
board consisting of the lED board or 
the county governing body must require 
a district to merge under the following 
narrow conditions: 

11 Its continuance is not required be* 
cause of: 

al geographic factors affecting trans- 
portation or 

bl sparsity of population, and 
21 It has failed to operate a school for 
more than two successive years without 
Department of Education approval, or 
31 It: 

al is in a county with 35.U0O or less 
population and 

bl school census lewer than 6 child* 
ren. or 
41 It: 

al is in a county with 35.000 or more 
population and 

bl has an ADA of less than 18 for 
each of two successive years 



Plan Consideration 
& Approval 

If these strict conditions are not 
satisfied, the procedure depends on a 
motion by the board or receipt of a 
petition from three residents of n di<;' 
trict. Under tnese circumstances, the 
board must find that the proposed 
change: 

1) will not substantiatty hamper the 
ability of the districts affected to pro- 
vide the legafiy'fequired educational 
program, and 

2) will improve the educational facilities 
available to the children in the affected 
area, or result in substantial operating 
economies, and 

3) is not made solely for reasons of tax 
advantage, and 

4) will not likely have an adverse effect 
on contemplated plans for the creation 
of administrative school districts under 
ORS 330.505 to 330.780. and 

5) will not tesult in any district with 
noncontiguous territory, and 

6) will not result in any district having 
fewer than 20 children of school age 
Plan Submission to Voters 

Elections are required only upon 
receipt of a remonstrance signed by the 
lesser of 5 percent or 500 of the 
qualified voters in an affected area. 
Elections are held only in those districts 
filing such a remonstrance. 
Plan Approval 

Elections are held first in the least 
populous remonstrating district. If a 
majority approves the change, a sub- 
sequent election is held in the next most 
populous district, and so forth. A ma- 
jority of favorable votes is required in 
any district which filed a suitable 
remonstrance. When no election Is 
required, the boundary board orders the 
change made on its own authority. 

Another voluntary reorganization 
procedure involves the extension into 
lower grades of the program of study 
offered by a union high school district. 
When all grades of the common schools 
which comprise the union high school 
district are covered in such a pro- 
gram extension, the result is the crea- 
tion of a unified common school dis- 
trict. The procedure is summarized 
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EXTENSION OF STUDY PROGRAM 
UNION HIGH SCHOOL DISTRICT 
Plan Preparation 

The union high school board may 
initiate the procedure on its ov^n 
motion or upon receipt of a petition by 
100 qualified district voters. 
Plan Consideration 

T* « - ire no hearings or other con- 
sio\2t«jifUit procedures required besides 
the election itself. 
Plan Submission to Voters 

All suitable proposals for extension 
of the course of studies must be voted 
upon by the electorate of the union 
high school district. 
Plan Approval 

A majority of all votes cast in the 
union high school district Is required for 
Implementation of the plat.. If the 
proposal wins, the State Superintendent 
of Public Instruction must then approve 
the new course of study. From 1957 to 
1969. this procedure has been used in 
the unification of 17 union high school 
districts, 

COMPARISON WITH 
NEARBY STATES 

Oregon has taken a more permissive 
and nondlrective approach to the issue 
of school system reorganization than 
other nearby states. A summary of 
selected features of these other states' 
legislation is presented below (in bold 
face), with a comparison to Oregon 
statutes (in medium face): 
California 

1. Simple majority vote in total area; no 
separate district vote unless assumption 
of bonded indebtedness involved. 

Majority required in each district; more 
liberal and flexible liability redistribu- 
tion procedure. 

2. State buys buses and will pay total 
costs of transportation for 5 years if 
attendance centers are changed due to 
reorganization of classes or 
discontinuance of school. 

No comparable state transportation in* 
centive for reorganization. 

3. KA2 unification proposals require 
votet approval in all nonunified terri- 
tory. 

No elections required except on local 
board initiative or voter petition. 

4. Established ultimate goal of 2,000 
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Student minimum for all districts pro- 
viding K-12 education. 
Goal of unification expressed, but later 
repealed: no size objectives in statutes. 

5. Additional $20 state foundation aid 
given to unified districts or those who 
vote in favor of unification. 

No comparable incentive. 

6. Antiunification districts assessed a 
levy to be deposited in county treasury 
for areawide district aid. 

Similar provision requires certain ele- 
mentary districts to support high school 
education for thei*- Mudents. 
Idaho 

1. Established three district classifica- 
tions: 

a. minimum of $2«000«000 assessed- 
valuation and 25-I- teachers; graded 
M2 (with K optional) 

No comparable minimum standards 
of assessed valuation or staff size 

b. newly organized, unified districts 
must have lOO-i- high school pupils; 
grades 1-12 (with K optional) 

No minimum high school size re- 
quirements. 

c. all other newly organized districts 
are under administration of county 
school unit 

Creation of county unit is optional. 

2. Signatures of two-thirds of eligible 
voters required tc separate from a re- 
organized district. 

One-fifth of voters required to call 
counly wide election to consider dis- 
sociation. 

3. Mandatory reorganization deadline 
for all state territory. 

Never any mandatory deadlines. 

4. Abolished county school boards in 
reorganized counties; remaining boards 
in nonreorganized counties financed 
only by taxes levied on unreorganized 
section of county. 

No comparable provisions. 
Montana 

1. Legislature superimposed high school 
districts over elementary school dis* 
tricts; forced creation of union high 
school districts. 

Creation of union high school districts 
purely voluntary. 

2. Established three district dassifica* 
tions: 

1st-8,000+ populatioii 



2nd-1 ,000-8,000 population 
3rd-less than 1,000 population 
Only population-related disiiict classifi- 
cations iire for purposes of election 
zoning and terms of office of board 
members. 

3. Established minimum requirements 
for reorganized school districts: 

-$75,000 assessed valuation 

-15 school-aqe children 
Only comparable requirement: 20 pupil 
minimum in school cjisiricis reorganized 
under ORS 330.080 to 333.310. 
Washington 

1. Adoption of reorganization plans 
depends on majority of all votes cast in 
the entire affected area (votes not tal- 
lied on a per-district basis). 

All election-dependent reorganizations 
must receive majority vote in each 
affected district (votes tallied on a 
per- district basis) 

2. Reduced state grants to all elemen- 
tary districts with fewer than 100 
pupils, unless the district is deemed 
"remote and necessary." 

No comparable "small district correc- 
tion"; only a small correction 
factor. 

3. State board of education can make 
special capital construction grants to 
those districts which reorganize into 
acceptable administrative units. 

No comparable financial incentive for 
district reorganization. 

4. Alt union high school districts must 
contain ail territory of any component 
school district. 

Oregon has "split" common school dis- 
tricts in which only part of district 
territory is included in union high 
school district; separate reorganization 
procedures required in such cases. 

The following figures display trends 
in the nixmber of districts and schools 
for the five states whose legislation was 
reviewed for this project. Idaho experi- 
enced the most dramatic four-year drop 
in local districts, during the period from 
1948 to 1952, following enactment of 
fairly strict reorganization legislation in 
1947. Only Washington, and, to a 
greater extent, California, have reduced 
the total number of local districts while 
'^"•■'fdimg the number of individual 




ols in the public education system. 



figure 6-1 
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figure 6-2 
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table 6-3 

OREGON DISTRICT. SCHOOL AND ENROLLMENT PROFILES 
BY DISTRICT SIZE (1971-1972) 
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Figures 6-1 and 6-2 and table 6-3 
summarize a wealth of information re- 
garding school districts organization in 
Oregon. 

Reorganization Recommendations 

Ideally, we recommend a complete 
analysis of the structure and geographic 
boundaries of Oregon's school districts. 
Such an analysis might make it possible 
to decide the optimum district size for 
providing various educational services. 
For example, given the school-site 
management reforms we described 
earlier, it might be cost effective if all 
districts were comprised of one thou- 
sand students. However, we understand 
fully that efforts to consolidate school 
districts are fraught with political con- 
troversy, so \V9 recommend a more 
modest proposal. Specifically, we sug- 
gest that the legislature require all pre- 
sently nonunified school districts to 
form such units by July 1. 1976. The 
Interim Education Committee during 
the 1974 session formulated the details 
of such a change that would collapse 
Oregon's existing ^uiuol districts into 
178 unified districts. A few of these 
O ts would still have less than a 
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thousand pupils, but this arrangement 
would be markedly better. An added 
benefit of such a merger would be 
consolidation of all existing district 
categories into one— "unified districts." 
State Level Organization 

Oregon is presently handicapped by 
the absence of modern planning sections 
for fiscal affairs and school facilities 
within me State Department of Educa- 
tion. The department does not currently 
employ the analytically trained person- 
nel needed to assess matters which 
affect state educational policy in these 
areas. Consequently, the long-range 
effects of such matters as enrollment 
shifts, proposed school finance reforms, 
and teacher collective bargaining pro- 
posals are not researched. We believe 
strongly that the State Department of 
Education should be provided with the 
funds necessary to employ a small 
nucleus of policy analysts, as well as 
discretionary funds with which to sup- 
plement their expertise on an ad hoc 
basis. Similarly, the department lacks 
the personnel necessary to gather the 
information necessary to coordinate 
state policy in the area of 
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ities. Therefore we also suggest that a 
facilities section hp established and 
funded by the legislature. 
TOTAL SCHOOL 
EXPENDITURE POLICIES 
Windfall Gains 

There have been a few instances 
wh9.n schools have enjoyed a substantial 
and unexpected boost in revenues. In a 
few districts and states, vastly expanded 
construction, property assessment re- 
forms or new school finance distribu- 
tion plans have occasionly resulted in 
windfall revenue gains. In 1966. the first 
year under Title I of the Elementary 
and Secondary Education Act. for in- 
stance, a healthy number of districts 
throughout the nation received more 
money than in the previous year. 

There exists little systematic evi- 
dence on the matter, but the frequent 
impression among policy makers and 
educators is that without substantial 
lead time for planning, school districts 
are not well equipped to productively 
employ dramatic resource increases. The 
desire to spend new funds during a 
certain accounting year has sometimes 
led to overemployment and excessive 



purchases of C(ipit<il goods. As ii con 
sequence of these experiences, <) rule of 
thumb employed m federal legtsUition 
(and embedded in a number of state 
statutes and proposals) has evolved-a 
15 percent aiinuiil increase m per pupil 
spending is the maximum most school 
districts can effectively utilize. (This is 
15 percent above inflation.) 

School finance reform proposals for 
Oregon, such as these described m 
chapter 4, create the likelihood of sub 
stantial revenue gams for some school 
districts. However, the fact that such 
proposals might cause dramatic revenue 
gains for a few small school districts 
does not dimmish their overall value. All 
that IS riucussary is a relatively minor 
adjustment to assure that the windfall 
gain phenomenon is subject to reason* 
able control. 

Our recommendation m this regard is 
a simple one. We propose that the new 
school finance plan contain a provision 
limiting new revenue for school districts 
to a 15 percent increase in per pupil 
expenditures. Funds m excess of this 
limit would r'^vert to the state. This 
ceiling would be invoked only after 
adjusting for inflation. 

The Oregon School Finance Com- 
puter Simulation model is programmed 
to project the consequences of a wind- 
fall gain revenue ceiling. The computer 
program can simulate the consequences 
of a 15 percent limit, or any other 
percentage level that is deemed desir 
able. Districts that would gam more 
than a specified percentage of new 
revenue per pupil are identified by the 
computer, and the dollar amount of any 
overage is displayed for each district and 
for the state as a whole. 
Public Expenditure Scrutiny 

The United States generally and Ore- 
gon in particular have long histories of lay 
control of public education. Since it is 
important that schools serve the general 
public, we believe public officials should 
take whatever steps are necessary to en 
courage active citizen participation in 
school policy matters. Budgets and purse 
strings are frequently the jugular veins of 
large organizations, and schools are prob 
no exception. Consequently, Jt is 




'Hi to construct procedures by which 



citizen^ can express their vievTS on school 
revenue matters. 

Oregon presently employs a statutory 
mechanism to permit public "control" of 
school expenditures. Any school district 
proposing a budgeted expenditure in 
crease m excess of six percent annually 
from a historically established revenue 
base must seek voter approval for the 
oveiage. This procedure is included in the 
state constitution and is strongly em- 
bedded in the litany of public fiscal con 
trol. Unfortunately, it appears to be dis- 
mally ineffective. 

This present provision fails to accom- 
plish Its stated purposes for several 
reasor»s. First, factors such as inflation 
and enrollment growth have triggered 
the necessity for vastly expanded school 
expenditures. As a consequence, the 
majority of Oregon's school districts 
long ago outstripped the revenues per- 
mitted by 6 percent annual growth in 
their established revenue base. The in- 
evitable outccrp.e is an annual budqet 
election in which voters have almost no 
choice. Present election procedures 
seldom permi* voters to choose among 
school program tradeoffs or various 
expenditure levels. Citizens either vote 
for the override or face the prospect of 
the schools being closed. Under- 
standably, most school district budgets 
are passed. 

The existing expenditure ceiling is 
ineffective for other reasons. It fails to 
take into account declining enrollments. 
Under the present situation, a district 
with a decreasing student population 
could increase its per pupil expenditures 
by more than 6 percent. Moreover, as 
demonstrated by the figures at the 
beginning of this chapter, Oregon's 
school costs have grown statewide by 
more than 6 percent for a number of 
years over the last decade even when we 
adjust for inflation. In short, it is time 
for a change. The existing revenue limit 
provision is deceptively ineffective, and 
those who defend it are probably per- 
forming a disservice for Oregon's citi 
zens. 

In place of the present provision we 
recommend that the state Constitution 
be amended to put the expenditure 
ceiling 't)f* a per pupil basis. Such a 
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system would at least accommodate 
enrollment fluctuations. Perhaps a six 
percent annual increase rate could be 
justified on grounds of historical con- 
tinuity, but such a system would not 
allow for periods of deflation or raging 
inflation. Perhaps it would be better to 
tie annual per pupil expenditures to a 
cost of living index. Under such an 
arrangement, per pupil school costs 
woiild be permitted statewide to in- 
crease (or decrease) each year according 
to the rate of inflation (or deflation) in 
the preceding year. If such a plan were 
adopted, we believe that the infla- 
tionary (or deflationary) rate should be 
cushioned by approximately 2 percent- 
age points. This would allow for the 
lack of precision in calculating cost of 
living indices. 
iED Budget Limits 

The intermediate education district 
(IED) concept is useful, and even 
greater cooperation among districts in 
the offering of specialized services could 
be achieved through such units. Never- 
theless, IED budgets might well be made 
subject to the expenditure controls 
described above. lED's presently have 
both an equalizing function and a pro- 
gram or service function. Under all the 
school finance reform alternatives 
described in chapter 4, the equalization 
function would be shifted either to the 
state or to new regional equalization 
districts. IED program functions could 
theri otj limited to the amount per pupil 
necessary to fund actual operating 
expenses in a base year, plus the pre- 
viously described inflation (deflation) 
factor, plus a two percent "cushion." 
Provisions for Enrollment Declines 

In keeping with national trends, 
Oregon can expect stable or slightly 
declining enrollments until at least 
1980. Some school districts have 
already felt the effects of lower birth- 
rates. The most dramatic example of 
this is Portland, where enrollment 
dropped from a peak of 79,571 in 
1963-64 to 63,637 in 1974-75. Other 
districts also have been surprised to find 
themselves with less students this year 
than last. In 1973, the legislature at- 
tempted to make provisions in the 
school finance statutes for enrollment 



declines. Regrettably, the newly enacted 
scheme appears flawed. 

Under this plan, a district with 
declining enrollment receives not only a 
fiat grant allocation and an equalization 
allocation based on the previous year's 
enrollment, but also an enrollment 
adjustment grant computed by multi- 
plying 75 percent of the enrollment 
decline by the amount of the flat grant. 
For example, if a district has 3,000 
ADMW on June 30, 1973 and 2,000 
ADMWon December 30, 1973, it would 
receive flat grants in 1973-74 for 3,000 
DAMW and declining enrollment grants 
(which are computed in the same man- 
ner as flat grants) for 750 ADMW. The 
district would receive a total grant in 
1973-74 equivalent to flat grants for 
3,750 ADMW, rather than the 2,000 
ADMW actually enrolled. In 1974-75 if 
the district's enrollment remained at 
2,000 ADMW, it would receive only a 
flat grant allocation for 2,000 ADMW, a 
loss of 1,750 ADM\N fiom the year 
before. In other words, a district v^ould 
be eligible for considerably more state 
money if its enrollment declined than if 
it remained constant, but it would face 
a dramatic resource reduction the sub- 
sequent year. The present enrollment 
decline adjustment builds up a district's 
state allocation one year only to take it 
away the next. 

The intent behind the above provi- 
sion is commendable. In the face of 
declining enrollments, districts requiie a 
degree of financial protection. This is 
the case simply because the pupil 
decreases do not always transpire in an 
orderly and predictable fashion. 
Teachers and other staff may have 
already been hired to serve the once- 
present students. Also, It frequently Is 
necessary to sustain underpopulated 
schools, even though it may not be 
economical, if closing them would 
require disturbingly long bus rides for 
small children. In order to accom- 
modate an orderly transition to a 
smaller pupil base, we propose that a 
district with declining enrollment be 
reimbursed by the stale at .75 per 
ADMW for each student less than was 
0 illed the year before. 
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A state which undertakes reform of 
its school finance system faces a large 
and complicated task. Not only must 
the present system be analyzed to docu- 
ment any problems or inequities that 
might exist, but predictions must also 
be made of how proposed changes will 
affect local districts in the state. 

Neither task is easy, since most state 
school finance systems are extremely 
complicated. What once may have been 
a simple formula for financing public 
schools has usually been modified by 
state legislatures to mollify special 
interest groups, or to rectify some of 
the injustices which any general formula 
is bound to produce. Over time these 
small changes make the school finance 
formula a mesh of adjustments and 
computations that is often difficult for 
even school boards and administrators 
TO fully understand. The pressures of 
rising educational costs also lead to the 
addition of new sources of revenue to 
support public education. This further 
complicates a state's school finance 
system. 

Given this situation, one of the most 
useful tools a state can have is a 
simulation which gives it the capability 
to quickly and accurately estimate the 
impact of recommended changes. Legis- 
lators usually like to examine several 
alternative solutions, so they can try 
them on for political feasibility. This is 
technically possible, but very difficult. 
An adequate finance system is a com- 
plex collection of interrelated parts, so 
change in one part affects the whole. It 
is simply not feasible to present several 
alternatives for each of the parts and 
allow legislators to choose among them 
at random. The results are apt to be 
completely unforeseen and unworkable. 
It is more sensible to present instead 
one or more complete packages, each 
consisting a finely tuned set of 
recommendations that will be equitable 
and fiscally reasonable. 

A simulation has another valuable 
function when proposals for school 
finance come up for legislative hearings. 
Legislative comniittees are understand* 
ably anxious to know the effects of any 
modifications they may wish to make 
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to the recommendations submitted to 
them. But state departments of educa- 
tion and legislators have long been 
handicapped by an inability to deter- 
mine the fiscal effects of such changes 
within the time constraints of legislative 
sessions. Usually they are limited either 
to completely costing out one or two 
alternatives, or to testing a larger 
number of alternatives in a small sample 
of districts and honing that the .esults 
are not too surprising when a program 
is finally put into effect. Sometimes 
even these choices may take too long to 
meet legislative deadlines. 

The advent of computers has made it 
feasible to design a simulation that will 
allow those interested tu iry a number 
of different possibilities in a short 
period of time and predict with some 
certainty their effect on each district, as 
well as the state as a whole. 

With these considerations in mind, 
the research staff determined that it was 
absolutely essential to develop a com- 
puterized simulation for Oregon that 
would allow various alternatives to be 
tested during the development of 
recommendations. For each district, a 
variety of data on students, finances, 
taxing ability, programs, and various 
measures of the socio-economic status 
of residents has been stored in the 
simulation. With this information, the 
simulation can estimate the costs and 
benefits of proposed changes for each 
district In the state and for the state as a 
whole. 

The simulation was necessary If the 
staff wanted to be able to present more 
than a single alternative proposal. It 
allows the exact effects of changing 
various parts of a system to be tested. 
By using the simulation, the research 
staff could observe* the reality of their 
ideas, and insure that no nasty surprises 
would go undetected. Such information 
is valuable in selling any recommenda- 
tion, for people are sure to look askance 
at suggestions of major changes when 
they cannot know what they may get 
from them and wha! it may cost them. 

One handicap with the simulation 
has beer, the difficulty of projecting the 
effects of a school finance system for 



future years. This has been one of llie 
flaws of computer simultitions used in 
other states. They can simulate the 
effects of a proposed finance plan for 
only one year, the one for which data 
have been entered into the simulation. 
This is a seiious drawback, for costs and 
benefits for future years can be substan- 
tially different tfian in the current year. 

The Oregon simulation has the 
capability of simulating results for six 
years (1973-74 through 197879). In 
order to build this capacity, it was 
necessary to gather data on the pre* 
dieted property values in each school 
district for each year through 1978-79. 
It was also necessary to build a projec- 
tion of student enrollment in each 
district for each future year. 

The remainder of this chapter dis- 
cusses the methods used and the prob- 
lems encountered in developing the 
simulation, and gives a detailed descrip- 
tion of the simulation and how tc use it. 



DATA PROBLEMS 



Collecting Data 
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The first task of any group of school 
finance analysts is to collect the data 
required to describe the current system. 
Then the results of recommendations 
can be simulated for the current year 
and in future years. 

The first place to look for data on 
the state's school finance system is the 
State Department of Education. Unfor- 
tunately, the data collected by state 
departments of education are often 
poor in quality, missing entirely, not 
available in a readily usable form, or 
inappropriate for policy purposes. While 
the school finance data in Oregon have 
generally been quite good, there were 
many problems that had to be overcome 
before they could be used. 

First, the department has several 
different sets of data. There are budget 
data, which are taken from the annual 
budgets submitted by local school dis- 
tricts. Budget data are most useful in 
analyzing the behavior of local school 
districts, since they are what the dis- 
tricts use to determine their local 
budget levies and current operating 
expenditures. The department also has 
its own estimated data which it uses in 
computing each district's state school 
aid allocation. Finally, the department 
collects audited data, but these are 
usually a year or two old and not very 
useful for policy purposes. 

The second problem in using the data 
from the State Department of Educa- 
tion was gaining access to it. Most of the 
data submitted by school districts is 
neither put into a central data file nor 
published in an easily readable form. In 
order to collect the data which were 
needed, staff members at the depart- 
ment had to copy by hand hundreds of 
items from the data forms submitted by 
each of the state's 339 school districts. 
This process took several months, and 
even then not all the information 
needed was made available to the study 
team. The hand tabulation of data 
increases the possibility of numerous 
errors. More important, however, were 
the misunderstandings on what was 
being supplied. A clerk often had to 



decide whether to provide d^na in one 
form or another. This led to many 
errors and considerable delay in the 
prepnratioii of the study group's 
findings. 

An alternative to using the depart- 
ment's data would have been to go out 
and dig up the required data from each 
school district Most policy studies have 
neither the time nor the money to 
support such a large data collection 
operation. 

There are some other sources besides 
state data which may be useful in some 
states Bureaus of governmental research 
at ur»iversities, chambers of commerce, 
the League of Women Voters and other 
groups may have useful data on the 
state's school finances. But using 
unofficial data, even though they may 
be better than the official data, is 
fraught with perrl. If opponents can use 
the official data to cast doubt on a 
study's analyses or recommendations, 
the credibility of the study will be 
undermined. 

Another source of some data is the 
U.S. Census. Before 1970, censuses gave 
data by census tract, city or county, 
congressional district, and state, but not 
by school district. The U.S. Office of 
Education contracted with the Bureau 
of the Census to code by school district 
the fourth coimt data of the 1970 
census This information is potentially 
of great use. But one should keep in 
rrilnd th?t many people do not know In 
which school district they reside, and 
school district boundaries were often 
unknown to census takers. Also, in 
some states there a.c overlapping 
elementary and secondary districts and 
it is uncertain what was done by the 
census bureau in such cases. Neverthe- 
less, this is a potential gold mine of 
information on certain population 
characteristics for those doing school 
finance studies. 

In Oregon the staff decided to rely 
on data provided by the State Depart 
ment of Education. The department was 
very helpful in supplying the needed 
data and in helping the study group 
interpret both the meaning and accu 
gcv of the data in situations which 
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weie inexplicable to the lesearcheis. 
These data were eventually cleaned up 
and entered into the computer simula- 
tion. 

Predicting Property Value 

The method used to predict property 
value in Oregon school districts is one ol 
linear projection of past property valuer 
(true cash value, or TCV) data, using a 
"line of best fit" to the data for the past 
five years. Data on TCV for each district 
for the years 1969-70 through 1973-74 
were obtained from the Department of 
Education. It should be noted that 
assessment practices in Oregon are sub- 
stantially better than in most states, and 
it was possible to accept the assessed 
values as being the true cash values. 

A computer program was written 
that would compute a statistical line of 
regression (a "line of best fit") through 
the five years of data for each district. 
This line was then used to predict the 
values for the following five years. The 
results for a typical district might look 
as shown in figure 7-1, where the solid 
dots represent the actual TCV for pre- 
vious years, the diagona' line is the line 
of regression, and the open dots are the 
predicted TCV for future years. This 
method of prediction is designated as 
Method 1. 

As can be seen from figure 7-1, it is 
Doss'ble that the use of Method I could 
result in a prediction of a lower TCV in 
1974-75 than in 1973-74. even though 
the line of regression indicated a rising 
TCV and the values for years beyond 
1974 75 increased uniformly. Method il 
is an attempt to remedy that problem. 
The line of regression is calculated as 
before,, but then a new line is drawn 
parallel to it starting at the 1973-74 
TCV, and this new line is used for the 
predictions. Figure 7-2 shows this, with 
the dashed '.ne being the new prediction 
line. 

A third prediction method. Method 
III, arises from the fact that Oregon 
county assessors divide their counties 
into geographical areas and reassess 
them on a rotation basis. Typically, a 
particular area may be leassess'^d once 
every six years. In the year that an area 
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IS reassessed, the school drstrrcts rn that 
area may experience a sudden jump in 
assessed valuation. To offset this, the 
assumption was made that if the TCV 
jumped by more than 25% in one year 
in a district, it was the result of a 
reassessment. In such cases, the data for 
previous years were adjusted upward to 
approximately what they would have 
been if the reassessment had been in 
effect for the previous years. This was 
done, in effect, by drawing a line 
through the dots represeritrng TCV for 
the two years followrng the reassess- 
ment, and extending it backward one. 
year. The TCV for the year immediately 
preceding the reassessment was put on 
this line, and the TCV for preceding 
years was adjusted upward propor- 
tronately. After this adjustment, a line 
of regression was determined and 
predictions of TCV made as in 
Method I. 

Figure 7-3 shows this procedure. The 
solid dots are the actual TCV. The 
dashed line is the line used to adjust the 
TCV in the year immediately preceding 
the reassessment. The Xs are the 
adjusted TCV. The solid line is the line 
of regression, and the open dots are the 
predicted TCV. 

Finally, Method IV adjusts TCV 
where there has been a reassessment in 
the same manner as Method III, but 
then uses a prediction line proceeding 
from the 1973-74 value as in Method II. 

The statewide totals that resulted 
from each prediction method are given 
in table 7-1. 

Computer printouts giving the actual 
and predicted TCV for each of the 339 
Oregon school districts using the four 
prediction methods were sent to the 
Department of Revenue for their sugges- 
tions. They were asked to indicate 
which of the four methods appeared to 
best approximate the statewide totals 
computed by them. In addition, they 
were asked to suggest corrections to the 
predicted TCV of particular districts on 
the basis of known information that 
would make the computer predictions 
unreasonable, such as knowledge that a 
nuclear pov/er plant was being built in a 
particular district. 



figure 7-1 

PREDICTING PROPERTY VALUE: METHOD I 



TRUE 
CASH 
VALUE 




YEAR 69/70 70/71 71/72 72/73 73/74 74/75 75/76 76/77 77/78 78/79 
figure 7-2 

PREDICTING PROPERTY VALUE: METHOD II 



TRUE 
CASH 
VALUE 




YtMti gg/7Q 7Q/7^ 7^/72 72/73 73/74 74/75 75/76 76/77 77/78 78/79 
figure 7-3 

PREDICTING PROPERTY VALUE: METHOD III 




The Department of Revenue felt that 
Method I was the best of the four 
methods to use since it represents a 
conservative estimate of growth of TCV 
statewide.* They felt that it was unde* 
sirable to make adjustments to predic* 
tions for individual districts, because it 
would be difficult to know where to 
stop. The state totals for Method I are 
remarkably close to the Department of 
Revenue's projections, as table 7-2 
indicates. 

Subsequent to the initial predictions, 
the actual statewide TCV for 1974-75 
was announced. This total was $28.4 
billion, much higher than had been 
predicted by anyone. Unfortunately, 
there was no way of getting the new 
TCV for each school district before the 
deadline for submission of tliis report, 
yet the jump in TCV was so large that it 
must be accounted for in the projec- 
tions used in the simulation. As a best 
approximation, we plotted the points 
for the original statewide predictions 
from 1974-75 to 1978-79. This was a 
straight line sloping upward and passing 
through the point $25.85 billion in 
1974-75. 

A new line was drawn parallel to this 
line, passing through the point $28.4 
billion in 1974-75. This line was 9.8% 
above the original line in 1974-75, 9.2% 
above It in 1975-76, 8.6% above in 
1976-77, 8.2% in 1977-78, and 7.7% in 
1978-79. The original predictions for 
each district were then adjusted by 
these percentages. 

This procedure involves two assump- 
tions which could be challenged: that 
the statewide TCV would continue to 
climb at its previous rate after the single 
big jump In 1974-75 and that all dis- 
tricts would benefit equally from the 
increase. Lacking more data, there 
seemed to be no better alternative to 
these assumptions. 

The new statewide predicted TCV 
totals are shown in table 7-3. 



table 7-1 




STATEWIDE TCV, 




ACTUAL AND PREDICTED 


(thousands of dollars) 




Actual: 




1969-70 


$17,190,287 


1970-71 


18,690,096 


1971-72 


20,106,596 


1972-73 


21,821,877 


1973-74 


24,583,994 


Predicted: 


Method 1 


1974-75 


$25,854,314 


1975-76 


27,646,234 


1976-77 


29,438,150 


1977-78 


31,230,069 


1978-79 


33,021,987 




Method II 




$26,375,912 




28,167,830 




29,959,748 




31,751,666 
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Method III 


Method IV 


$25,846,384 


$26,247,439 


27,509,830 


27,910,884 


29,173,273 


29,574,328 


30,836,719 


31,237,773 


32,500,163 


32,901,217 


table 7-2 




STATEWIDE TCV PROJECTIONS 


(thousands of dollars) 




Year Dept. 


Method 1 


of Revenue 




1974-75 $25,917,300 


$25,854,314 


1975-76 27,640,700 


27,646,234 


1976-77 29,364,200 


79,438,150 


1977-78 31,087,600 


31,230,069 


1978-79 32,811,200 


33,021,987 


table 7-3 




REVISED STATEWIDE TCV 


PREDICTIONS 




(thousands of dollars) 




Year 


TCV 


1974-75 


$28,388,026 


1975-76 


30,189,688 


1976-77 


31,969,844 



1977-78 
Or">79 

ERIC= 



33790,928 
35,564,668 



Enrollment Projections' 

In order to analyze the long term 
effects of alternative school finance 
plans on each of Oregon's 339 school 
districts, it is necessary to have reliable 
projections of average daily membership 
for at least five years into the future. 
Currently, the State Department of 
Education makes statewide projections 
of ADM and enrollment. Some of the 
larger districts also make their own 
district projections. No one, however, 
produces projections for all districts 
which would permit fiscal analysis of 
school finance plans. 

The basic data for making projec- 
tions are dat? on ADM by grade level 
for up to ten years in the past. Unfortu- 
nately, such data were not available; 
data were only available for the grade 
groups 1-8 and 9-12. However, enroll* 
ment data by grade level for each 
district were available for the past ten 
years, and these were used to make 
ADM projections. 

There are basically three methods of 
projecting enrollment (from which the 
ADM projections are inferred): the 
cohort survival or grade progression 
method, the "straight line" projection 
method, and the least squares projection 
method. 

The cohort survival method is based 
on percentage changes m the size of 
groups of children over time. For 
example, it compares the number of 
third graders in 1970-71 with the 
number of fourth graders in 1971-72, 
since these constitute students who go 
through school as a group which 
changes m size as new students join it or 
present students leave it. The percentage 
change from third to fourth grade is 
calculated. Similarly, the percentage 
change from the 1971-72 third grade to 
the 1972-73 fourth grade is calculated, 
as is the third-to-fourth grade change for 
each year of the data. These percentage 
changes are then appropriately averaged 
(see the description of LAG and HILO 
below) and the resulting percentage is 
used to predict the size of the fourth 
grade in each year from the size of the 
third grade in the preceding year. The 
same is done for each grade. 



The "straight line" projection 
method uses the same basic technique 
except that it examines percentage 
changes in the number of students in a 
particular grade over time, instead of 
changes in the size of a cohort of 
students. 

The least squares projection method 
is like the straight line method in using 
data for a single grade level over a 
period of years, but it draws a statistical 
line of best fit through the enrollments 
for a grade level over the years and uses 
the line to project enrollments for that 
grade in future years. 

In using each of these three methods, 
there are some options that must be 
ex3rci5sd. One of these is to determine 
the number of years of historical data to 
use in deriving percentages. For 
example, in generating the three initial 
projections submitted to Oregon plan- 
ners, the research staff used all ten years 
of data in the grade progression and 
straight line methods, but only the last 
five years of data in the least squares 
method. This option is called the LAG 
option in the computer model, and for 
each projection one must specify the 
LAG desired. This option is important, 
particularly if there has been a major 
change in the composition of the popu* 
lation during the period for which data 
are available. If the number of live 
births declines, as it has in the last 
decade, then a more recent set of data is 
likely to give better results. 

Another option used with the grade 
progression and straight line methods 
deals with the rejection of abnormally 
high or low percentage changes. In this 
option, called HILO, the forecaster 
determines the number of highest or 
lowest percentages to be combined. For 
example, one may specify that out of 
the last five years (LAG option) it is 
useful in a particular setting to use only 
the average of the three greatest per- 
centage increases. In this case the HILO 
option is +3. To specify the three 
smallest percentage increases (including 
percentage decreases) one would indi- 
cate -3. 

The combination of methods and 
options gives policy-makers in Oreqon 
over 200 alternatives by which to 
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project future student entullmont. 

After receiving ten yeurs of enroll 
ment data from the State Department 
of Education, three sets of projections 
were made« using the three different sets 
of methods and options. The intent was 
to have educdtional planners in the 
state, who were familiar with demogia 
phic forecasting techniques as well as 
general demographic trends in Oregon, 
select a dozen or so combinations of 
methods and options which would best 
reflect the assumptions about demogra 
phic changes in Oregon. The study 
group would then use those suggestions 
to generate the enrollment projections. 
Finally, the planners would select from 
the lebulting dozen or so projections the 
one set they thought best (Jescribed the 
likely enrollment tiends m the state. 

For several reasons this method of 
developing the enrollment projections 
was not carried out precisely as planned. 
There were some problems in collecting 
data and in getting the projection pro- 
grams to work. Consequently instead of 
being told which options Oregon plan- 
ners would like to see run, the study 
group was told only which of the runs 
most closely approximated the state- 
wide enrollment estimates done by the 
State Department of Education. 

After receiving the reactions of state 
officials to the three trial runs, a num- 
ber of additional runs were made in an 
attempt to match the state projections. 
Matching m this case meant that the 
projections for K, 1-8, and 9-12 for each 
district had to approximate the official 
enrollment projections for the state as a 
whole. 

After about 20 runs, the study group 
was still not satisfied that any projec- 
tions were uniformly close for all the 
groups of grades for each of the five 
years needed. As a consequence, a sepa- 
rate analysis program was written which 
printed out percentage comparisons 
between a particular computer run and 
Oregon estimates. This had the advan- 
tage of greatly reducing the cost of 
computer runs. More importantly, it 
provided the possibility for quick stand- 
ard comparisons among runs. 
Q ' ler more than 20 additional runs 
D l/^lhis added program, there were still 



some problems in matching the projec- 
tions over time and matching among 
grade groupings. For example, when 
projections for year one were approxi 
mately correct, estimates for year five 
weic too low. When estimates tended to 
be approximately correct for the fifth 
year, they were high for the early years. 
Problems were less general within 
groupings. 

At this point the research staff was 
faced with a dilemma and had \o re- 
examine basic premises. One basic 
premise was that the enrollment data 
were sufficient to encompass the vast 
majority of cases of changes in student 
enrollments. The second premise was 
that the enrollment data the research 
staff provided were the same data used 
by the planners making projections for 
the State Department of Education. 
Upon investigation this turned out not 
to be the case. In fact wp were at- 
tempting to match forecasts generated 
off a different data base. 

The enrollment data provided by the 
State Department of Education in- 
cluded a large number of cases of 
"double reporting," whereby a student 
who changes school districts during the 
year is reported as attending school in 
both districts. When the data were 
finally adjusted for these cases, the 
changes forced another modification in 
the projection procedure. 

A previous computer run using the 
least squares option with a LAG of four 
years which best matched the revised 
projections of the department planners 
was selected. By comparing the two sets 
of projections, it was determined that a 
close match could be achieved by 
reducing all elementary data to 89% of 
its original value, and reducing high 
school data to 93% of its original value. 
Appropriate modifications were made in 
the computer program and the parti- 
cular projection technique was rerun. 

It was now necessary to convert the 
enrollment projections to ADM projec- 
tions. For this purpose, the depart- 
ment's projections of statewide ADM 
for grades 1-8 and 9-12 were used. The 
difference between our enrollment pro- 
jections for these groups and the depart- 
ment's ADM projections for each year 



of the projection was expressed as a 
percentage, and the projections for each 
district multiplied by these percentages. 

The use of the department's projec- 
tions of statewide data as a basis for 
modifying our projections can be de- 
fended on the basis that these statewide 
projections have been quite accurate in 
the past. However, it should be noted 
that the confidence one can place in any 
projection declines with the size of the 
district. In very small districts, the 
enrollment can fluctuate wildly and 
there is no projection method that can 
predict these swings. 

The projections which were used by 
the study group are included in the data 
supplement to this report. To illustrate 
the fit between the research staff's 
projections and the State Department of 
Education's forecasts, numbers for 
grades 1-8 enrollment forecasts are 
compared in table 7-4. 



table 7-4 

COMPARISON OF ENROLLMENT 
PROJECTIONS 





1974-75 


1975-76 


Research staff 


304,281 


301,452 


State Planners 


304,342 


301,466 




1976-77 


1977-78 


Research staff 


300,293 


298,320 


State Planners 


300,391 


298,445 






1978-79 


Research staff 




295,498 


State Planners 




295,663 



THE OREGON 
SCHOOL FINANCE 
SIMULATION 




introduction 

In the following pages the simulation 
and how to use it are described. A 
listing of the basic data arrays, calcu- 
lated data airays, and decisions is given, 
followed by comments on the decisions. 
Next, technical details and a general 
flow chart are given. This is followed by 
a verbal description of the calculations 
in the MAIN program, and a section 
describing how to add new arrays and 
decisions to the simulation. 

ft is anticipated that the simulation 
will be useful not only at present, but in 
future years. For this reason, it is 
written in the most widely known pro- 
gramming language, FORTRAN, and is 
liberally documented. It is designed so 
that it can be easily updated with new 
data, and so that additional options 
(new decisions, calculations, and arrays) 
can easily be added. 

By design, the simulation does not 
represent the full complexity of present 
Oregon school finance, for one of the 
goals of a revision of school finance in 
Oregon is to reduce that complexity. 
Even so, it retains considerably more 
complexity than is desirable, because of 
the effect of such things as the County 
School Fund, which cannot •''^'^dily be 
eliminated. In any case, given the pre- 
sent simulation, it will be quite easy to 
add any complexities desired. If 
amounts can be calculated by hand or 
desk calculator, the simulation can be 
programmed to do the same thing auto* 
matically. 

School finance simulations have been 
developed in a few other states, but 
none of them can be directly imported 
into Oregon. The finance setup in each 
state is sufficiently unique that it is 
more feasible to develop a simulation r/e 
novo than to try to adapt one from 
somewhere else. The National Educa* 
tional Finance Project (NEFP) devel- 
oped a simulation that was supposed to 
be applicable to any state, but actually 
it cannot be used in any state without 
extensive modification. The Oregon 
simulation acknowledges a debt to the 
NEFP simulation, for many of its basic 
concepts have been used. But in a 
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number of respects the Oregon simula- 
tion represents a major advance over the 
NEFP simulation, and over other simu- 
lations in existence, both in concept and 
in programming. 

The sinuilation is composed of sev« 
eral parts: 

1. A set of input data airays. Each array 
contains data on one particular item for 
each of the 339 districts in Oregon. The 
arrays contain data having to do with 
number and types of students, district 
true cash value, tax rates, income in 
various categories, and data on other 
items such as transportation, capital 
outlay, and debt service. It is these data 
on which the simulation operates. 

2. A set of decisions, which are to be 
made by the simulator. The decisions 
determine the year that is to be simu- 
lated, the weighting to be given to 
students in various categories, the type 
of general state aid program and the 
parameters of that program, the cate- 
gorical grants to be used, various special 
provisions, and the printing directions. 

3. A set of output arrays. These arrays 
contain data calculated by the Simula- 
t ^n based on the input data and the 
decisions. The simulator may print any 
of the input and output arrays in any 
order. 

4. The programs which make the calcu- 
lations and direct the printing of results. 

How To Use Tlie Simuiation 

The simulation is installed at the 
state computer center in Salem, Oregon 
where it is stored on tape. All that Is 
necessary to operate it are a few "JCL" 
cards which activate the program, a few 
cards on which the decisions made by 
the simulator are recorded, and a few 
cards on which the variables to be 
printed are indicated. These cards are to 
be punched as follows: 

1. JCL cards. These cards differ for 
each computer. A local systems pro- 
grammer can easily determine the 
necessary card given the program listing, 
gram listing. 

2. Decision cards. 

a. The first card is to be punched 
&DECS with the & in column 2. 

b. Following this are decision cards, on 



which dect$iotis iiie IisUhI in any or(U»r, 
in ihe form D101 0,5, D237 22.15, 
0222^780, eic. Decisions may be listed 
in columns 2 through 80 of as many 
cards as aie necessary (end each card at 
a comma). Coliinm 1 of each card must 
be blank. 

c. Following the last card containing 
decisions is a card punched &END, with 
the & m column 2. 

3. Caids listing the arrays to be 
printed immediately follow the &END 
card. Each card lists up to eight arrays. 
The list of arrays starts in column 1. 
Each an ay name is followed by a 
comma, and no blanks are normally 
inserted. Howevei. blanks are allowable, 
$0 lonyas the at ray name and its comma 
are in a five-column gioup whose last 
column IS divisible by 5. 

Example: C830,B 11 0,B205,C402, 
C401,C400,C914,C913 

If the print routine that prints a sample 
01 districts is being used, an ordering 
array may also be listed. It must be in 
columns 41*44 of the card. If an 
ordering array is listed, the sample of 
districts printed will be printed in 
descending order of value of the data in 
that array. 
DATA ARRAYS 

The following data arrays can be 
printed, in any order, at the request of 
the simulator. Each array contains data 
on that item for each of the 339 
districts. The "B" arrays are input to 
the simulation, and the "C" arrays are 
calculated by the simulation, based on 
the input data and the decisions made 
by the simulator. 
Abbreviations used: 
ADM: Average daily membership 
aDMW: Weighted average daily 

membership 
RADM: Resident average daily member- 
ship 

TCV; True cash value (assessed value) 
lED: Intermediate education district 
CSF: County school fund 
BSSF: Basic school support fund 



Array Name 

Per Per 
Total ADM ADMW 

B001 



dUUD 




□uuo 




C3UU / 
















R91 1 








B, 13 




B221 




B222 




B223 












B233 




B241 




B242 




B243 




B251 




B252 




B253 








pone 




K^ov 1 




pni 1 
LU1 1 








pni *3 




C02d 




pnoc 
LU40 








C030 




C035 




C400 




C401 




C402 




B047 


C090 C093 


B052 


C072 C082 


B053 


C073 C083 


B054 


C074 C084 


B055 


C075 C085 


B056 


C076 C086 


B057 


C077 C087 


continued on next page A T^f^ 
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Description 



District Number (AABBBC, where 
AA=countV number, BBB=district 
number, and C=type district. District 
type: 1=elementary 1*6, 2=elementary 
1-8, 3=high school 7-l2,4=high school 
9-12, 5=unified M2) 
Kindergarten RADM, 1972-73 
1-8 RADM, 1972-73 
912 RADM, 1972-73 
Kindergarten RADM, 1973*74 
1-8 RADM, 1973-74 
9-12 RADM, 1973-74 
Kindergarten RADM, 1974-75 
1-8 RADM, 1974-75 
9-12 RADM, 1974-75 
Kindergarten RADM, 1975-76 
1-8 RADM, 1975-76 
9-12 RADM, 1975-76 
Kindergjrten RADM, 1976-77 
1-8 RADM, 1976-77 
9-12 RADM, 1976-77 
Kindergarten RADM, 1977-78 
1-8 RADM, 1977-78 
9-12 RADM, 1977-78 
Kindergarten RADM, 1978-79 
1-8 RADM, 1978-79 
9-12 RADM, 1978-79 
Total ADM, 1973-74 
Composite cost factor, 1973-74 
Total ADMW, 1973-74 (Present defini- 
tion) 

Kindergarten ADM, simulated 

1-8 ADM, simulated 

9-12 AOM, simulated 

Comp ed students, simulated {1st 5% 

of ADM) 

Comp ed students, simulated (2nd 5% 
of ADM) 

Comp ed students, simulated (over 
10% of ADM) 

Career ed students, simulated 
Small school ADM, simulated 
Total ADM, simulated 
Composite cost factor, simulated 
Total ADMW, simulated 
Total TCV, 1972-73 
Total TCV, 1973-74 
Residential TCV, 1973-74 
Total TCV, 1974-75 
Total TCV, 1975-76 
Total TCV, 1976-77 
Total TCV, 1977-78 




Array Name 


B058 


C078 


C088 


C041 


C042 


C043 


C044 


C045 


C046 


C048 


C091 


C094 


C049 


C092 


C095 


CO 50 


CO 70 




C051 


C071 


C081 


C406 






B160 






B060 






806 1 






8062 






8063 






8064 






8065 






C910 







Description 



C911 
8017 



C403 


C404 


C405 


8100 


C408 


C409 


8101 


C414 


C415 


8102 


C418 


C419 


8103 


C424 


C425 


C420 


C428 


C429 


8110 


C434 


C435 


8161 


C608 


C609 


8016 


C436 


C437 


8111 


C438 


C439 


C460 


C464 


C465 


8120 


C468 


C469 


8121 


C474 


C475 


8122 


C478 


C479 


8123 


C484 


C485 


C480 


C488 


C489 


8130 


C494 


C495 


8131 


C498 


C499 


8140 


C518 


C519 


C540 


C544 


C545 


C550 


C554 


C555 


8150 


C520 


C521 









Total TCV, 1978-79 
Adjusted TCV. prpvlnus year 
Adjusted TCV, present year 
Previous year residential TCV 
Previous year non residential TCV 
Present year residential TCV 
Present year non residential TCV 
Adjustment factor for type of district 
Operating levy rate (Dist + lED + 
CSF), 1973-74 

District operating levy rate, 1973-74 
lED equalizing levy rate, 1973-74 
lED operating levy rate, 1973-74 
County school fund levy rate, 1973-74 
8ond and serial levy rate, 1 973-74 
Total tax rate (Including non-school 
taxes), 1973-74 

Total operating tax rate simulated 
(Includes local operating raie, lED 
operating rate, CSF levy rate, I ED 
equalizing rate if levied, and regional 
equalizing levy rate if levied) 
Total operating tax raie, difference 
from 1973-74 

Regional equalization district number 
(1=eastern, 2=western, 3=metropoli- 
tan) 

Total federal receipts, 1973-74 
Title I receipts, 1973-74 
Impact aid receipts, 1 973-74 
School lunch receipts, 1973-74 
Other federal receipts, 1973-74 
Total state receipts, 1973-74 
8SSF receipts (Including transporta- 
tion), 1973-74 

State transportation reimbursement, 
1973-74 

Common School Fund receipts, 
1973-74 

Othpr state receipts, 1973-74 

Total intermediate receipts, 1973-74 

County school fund receipts, 1973-74 

lED equalizing receipts, 1973-74 

Federal forest fees, 1973-74 

Miscellaneous Intermediate receipts, 

1973-74 

Total local receipts, 1973-74 
Local levy receipts (includes operating 
and bond levy), 1973-74 
Local other receipts, 1973-74 
Receipts from other districts, 1973-74 
Total nonfederal receipts, 1973-74 
Total receipts, 1973-74 
Transportation reimbursable costs, 
1973-74 

Number transported dally, 1973-74 
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Array Name 


8152 
8170 
8171 


C624 
C628 


C625 
C629 


8180 
C700 
P7in 


C701 


C702 

L/IZ 


P79n 

V./ / £,\J 

C726 


C727 


C728 


C906 


C907 


C908 


C730 


C731 


C732 


C740 


C741 


C742 






C7b2 


C760 
L*/ /U 


C761 
L/71 


C762 


L/oU 
C783 


L7o1 
C784 


C782 
C785 


C790 


C791 


C792 


u/yo 


L/y4 


L7yb 


LoUU 

C803 


C801 
C804 


Lodz 
C805 


C810 


C811 


C812 


Lolo 


Lo14 


C815 


C820 


C821 


C822 
C825 


C830 


C831 


C832 
C835 


C840 


C841 


C842 
Coh5 


conn 
C903 


L901 
C904 


L902 
C905 


C906 


C907 


C908 


C912 


C913 


C914 


C915 


C916 


C917 


C920 


C921 


C922 



Description 

Daily route miles, 1973-74 

Debt service interest, 1973 74- 

Debt service principal payments, 

1973-74 

Cost of living index 

Flat grant receipts, simulated 

Foundation equalization receipts, 

simulated 

Guaranteed yield receipts, simulated 
Cost of living adjustment receipts, 
simulated 

Saving to state from phase-in, simu- 
lated 

Total state general purpose receipts, 
simulated 

Instructional categorical receipts, 
simulated 

Capital outlay and debt service rcpts 
from state, simulated 
Transportation receipts, simulated 
Total state special purpose receipts, 
simulated 

Total state receipts, simulated 

Total state receipts, increase from 

73-74 actual 

Intermed equalizing receipts, simu- 
lated 

Intermed equalizing rcpts, increase 
from 73-74 actual 

Total intermediate receipts, simulated 
Total intermediate rcpts, increase from 
73-74 actual 

Local levy receipts (including bond 
levy), simulated 

Local levy receipts, increase from 
73-74 actual 

Total local receipts, simulated 

Total local receipts, increase from 

73-74 actual 

Total nonfederal receipts, simulated 

Total nonfederal receipts, increase 

from 73-74 actual 

Total receipts, simulated 

Total receipts, increase from 73-74 

actual 

Cost of recapture negation, simulated 
Znsi of save harmless provision, 
sinr/ilated 

Saving to state from phase-in, simu- 
lated 

Dollars raised by property tax, simu- 
lated 

Dollars raised by property tax, in- 
crease from 73-74 actual 
^^''^rs received from property tax. 




Array Name 


Description 




C923 0924 C925 


Dollars received from property tax. 




increase from 73-74 actual 




C926 C927 C928 


Net property tax dollars 
minus raised) 


(received 


DECISIONS 






The following decisions are to be 






mad'* by the simulator. They are to be 






punched in any order in columns 2-80 






of punch cards (column 1 must remain 






blank) in the following form: 






D100=3,Ol01=0.5,D21 2=640.25, etc. 






Decisions not made by the simulator 






will automatically default to the value 






shown in the "Default Value" column. 




Default 


Decision 


Number 


Value 


Future year to be simulated 






(1973-74=0, 1974-75=1, 1975-76=2, 






1976-77=3, 1977-78=4, 1978-79=5) 


DlOO 


0 


Cost factors (or ADM weightings) for 






programs: 






Kindergarten 


D101 


1.0 


Grades 1 -8 


D102 


1.0 


Grades 9-12 


D103 


1.0 


Compensatory ed {1st 5% of ADM) 


D116 


0.0 


Compensatory ed (2nd 5% of ADM) 


D117 


0.0 


Compensatory ed (over 10% of ADM) 


D118 


0.0 


Career education 


D119 


0.0 


Necessary small schools 


D120 


0.0 


(Note: The entire resident ADM of a 






district is represented by the sum of its 






kindergarten, 1-8, and 9-12 ADM. The 






other categories represent double 






counting. In addition, they are head 






counts, not ADM. This should be taken 






into account in setting cost factors.) 






General state aid programs. Any reason- 






able combination of the following 






programs may be selected, but founda- 






tion and guaranteed yield cannot be 






used simultaneously. 






Flat grant program 






Do you wish to use this program? 






(Yes=l, No=2) 


D200 


0 


Amount of flat grant (S/ADMW) 


D202 


0.00 


Foundation program 






Do vou wish to use this program? 






(Yes=l,No=0) 


D210 


0 


Amount of foundation guarantee 


D212 


0.00 


Required local tax effort (S/lOOO) 


• D215 


0.00 


Local guaranteed yield program 






Do you wish to use this program? 






(Yes=l,No=0) 


D220 


0 


Rpmilfpfl rviinimiim lnf*/)l tav pffnrt 

llC^UIICVJ 1 1 II 1 1 1 1 1 lU 1 1 1 lUUOl lOA ClILIIl 






(S/SlOOO) ^ 


D222 


0.00 


\ ■ :■ y?.8 







Decision 



Guaranteed amount at required mini- 
mum effort (S/ADMW) 
Lower line guaranteed amount 
(S/mill/ADMW) 

Upper line guaranteed amount 

IS/mill/ADIVIW) 

Kink point tax rate (S/1000) 

Maximum guaranteed tax rate 

(S/SIOOO) 

District allowed to tax above maxi* 
mum guaranteed rate (Yes=1, No=0) 
Optional district tax rate 

Method of determination (specified 
by simulator=0, present rate=1, half- 
way between present rate and that 
required to maintain receipts as 
defined in decision D244=2, rate 
required to maintain receipts as 
defined in decision D244=3) 
Elementary rate specified by simula- 
tor 

High school rate specified by simula- 
tor 

Unified rate specified by simulator 

Percent of 1973'74 unrestricted 

leceipts to be maintained 

Maximum allowable tax rate 

(S/1(X)0) 
Regional equalization 

Amount to be raised by regional 

equalization districts (S/ADMW) 
lED equalization 

Amount to be raised (S/AOMW) 

Tax rate (specif ied=0, 73-74 rate=l) 

Specified tax rate 
Categorical grants for instructional programs 

Grant for kindergarten (S/student) 

Grant for comp ed (1st 5% of ADM) 

(S/student) 

Grant for comp ed (2nd 5% of ADM) 
(S/student) 

Grant for comp ed (over 10% of 
ADM)(S/student) 

Grant for career education (S/ 
student) 

Grant for necessary small schools 

(S/student) 
Transportation 

Present allocation (Yes=l, No=0) 

Specified percent of reimbursable 

costs 
Debt service 

Specified percent of present debt 

service 
Special provisions 
^ adjustment factor for district type 



IVU 1 1 lUOl 


Lrciduii Value 


Decision 






based on present method or on K^12 


D225 


0.00 


simulated ADMW? (Piesent=0, K-12 






ADMW=1) 


D228 


0.00 


TCV for what year is used as basis 






for required local effort for equal- 


D23i 


0.00 


izing grants? (Previous year=0, pre- 


D234 


RLE 


sent year=1) 






Is non-residential TCV subject to 


D237 


0.00 


local taxes? (Yes=1, No=0) 






Is non-residential TCV subject to 


D238 


0 


lED equalizing taxes? (Yes=l, No=0) 






Is state allowed recapture on founda* 






tion or guaranteed yield plans? 






(Yes=1,No=0) 






Are districts held harmless (total 






state aid not less than actual 1 973-74 






state aid)? (Yes=1,No=0) 






Is a cost of living adjustment used? 


D240 


0 


(Yes=1,No=0) 






Maximum percent increase allowed 


D241 


0.00 


in total receipts over 1973-74 






Use Cherry factor for Portland only 


D242 


0.00 


(reduce TCV fay ratio of 1973-74 


D243 


0.00 


school tax rate to total tax rate) 






(Yes=1,No=0) 


D244 


100.00 


Printing Directions 






Number of districts to be printed 


D245 


0.00 


(print a representative sample=0. 






print all districts=1) 






Order of printing, if all districts are 


D247 


0.00 


to be printed (print in numerical 


D250 




order by county=l, print in numeri- 


0.00 


cal nrHpr hv tvDP nf Hlctrirt=9 Ortnt 


D251 


0 


by type and size of district, largest 


D252 


0.00 


districts first=3) 


DoUl 


0.00 


ARRAYS TO BE PRINTED 






Any of the arrays, both basic and 


0.00 


calculated, may be printed, in any 


Uo 1 / 


u.uu 


order. Up to eight arrays may be printed 


on a page. A separate card is to be 


UJlo 




prepared for each set of arrays to be 


A nn 
0.00 


printed. The arrays (up to eight to a 






card) are to be listed starting in column 


0.00 


1. Each array name is followed by a 


noon 




comma, and no blanks are allowed. 


0.00 


Example: 801 1 ,8221 ,C625,C488, 






8160,C464,C414,C725, 


UoUU 


0 


The names of the districts will automat- 






ically be printed at the left of the page. 


D331 


0.00 


If a "total" type array is specified. 






county and state totals will be printed. 






If a "Per ADM" or "Per ADMW" type 


D338 


n nn 


array is specified, county and state 






means will be printed. 






For the routine that prints a sample 
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h -.. 

IWUItlUCt 



Default Value 



D340 

D345 
D350 
D351 

D360 

D361 
D362 
D363 

D364 

D400 



0 
1 
1 



0 
0 

1000.00 



D401 



1 



of districts only, it is possible to order 
the printing of the districts according to 
the values for those districts in any 
array. ThiS is done by placing the name 
of the ordering array in the ninth 
position on the print card. For example, 
if the arrays shown in the example 
above had been followed by C046. the 
districts would have been printed in the 
order of their adjusted TCV per ADMVV 
for the year simulated. If there is no 
array specified in the ninth position,, the 
districts will be printed in numerical 
order. 

NOTES ON THE DECISIONS 

In general the decisions apply to 
unified districts. Appropriate adjust 
ments for the various kinds of non 
districts are automatically made 
program. 
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D100. If you choose a year other 
than 1973-74, the kindergarten, 1-8, 
and 9-12 ADM for the year chosen 
become the simulated ADM. Simulated 
head count in special programs is as- 
signed to districts as the same propor- 
tion of their simulated ADM as it was in 
1973-74. Similarly, projected TCV for 
the year chosen is used, and residential 
and non*residential TCV is assigned in 
the same porportion as it existed in 
1 973-74. No other basic data are 
changed. 

D101 to D120. The weights assigned 
here are used to compute the ADMW 
from ADM. State aid is then calculated 
on the basis of ADMW, rather than 
ADM. Under a guaranteed yield pro- 
gram, the high-spending districts would 
thus receive more per ADMW in state 
aid than would low-spending districts of 
equal fiscal ability. If, instead, you wish 
to allow the same amount per student 
to each district for a special category, 
you should use decisions D301 to D320. 

D210 to D215. This is a conventional 
foundation program, in which the state 
allocation is the amount of the founda- 
tion times the ADMW, less amounts 
received from the required local effort, 
from flat grants, federal forest funds 
and the Common School Fund. If there 
is regional or I ED equalization, the 
required local effort rate is the rate 
specified in decision D215 less the 
regior^al or lED equalization rate, and 
the amount of state aid is reduced by 
the amount of regional or lED equaliza- 
tion money received. 

D220 to D237. The local guaranteed 
yield program is identical in form to 
what has been called by others a power 
equalizing program. There is a guaran- 
teed amount of money per ADMW that 
is associated with any tax rate, and 
every district levying the same tax rate 
wilt, in combined local and state funds, 
have the same amount of money per 
ADMW to spend (subject to recapture 
provisions and expenditure increase 
provisions— see decisions D360 and 
D363). However,, the guaranteed yield 
formula need not be linear. Specifically, 
It can consist of two lines with different 
slopes (where the slope is the guaran 
teed yield per ADMW forj^p^^llar 
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per $1000 increase in the tax rate.) The 
rate where the two lines meet is the 
kink point. A minimum and a maximum 
tax rate may also be specified. Because 
this is so, it is unnecessary to combine 
the guaranteed yield program with a 
foundation program; specifying \ mini- 
mum required tax rate and <1 p ranteed 
yield associated with it is the ^.quivalent 
of a foundation program. Using a foun- 
dation program and a guaranteed yield 
program simultaneously will result in 
only the foundation program being 
executed. 

D240 to D245.The optional tax rate 
is the amount of local operating tax 
levied above the required local effort. If 
it is to be specified by the simulator, 
decisions D241 to D243 must be sup- 
plied. If it is specified as the present 
rate, the rate used is the 1973-74 local 
operating rate, I ED rate, and CSF rate. 
If the optional rate is to be the rate 
necessary to maintain unrestricted 
receipts, a rate is calculated that would 
support whatever percentage of 1973-74 
receipts is specified in decision D244. If 
the rate is to "calculated", the rate is set 
halfway between the present rate and 
the rate necessary to maintain receipts 
as specified above. A maximum allow- 
able tax rate may be specified in deci- 
sion D245. 

D247. This decision allows the simu- 
lator to specify an amount to be raised 
by a regional equalization tax. Every 
district is m one of three regions: east of 
the Cascades, west of the Cascades, or 
Portland metropolitan. The amount to 
be received is raised by a uniform 
regionwide tax, and distributed on a per 
ADMW basis to the districts in the 
region. This is a way of achieving 
recapture on other than a statewide 
basis. 

D250 to D252. These decisions allow 
equalization on an lED basis, rather 
than on the basis of a region. 

D301 to D.'»20. A categorical grant of 
a set number of dollars per student for 
students in special programs may be 
specified with these decisions. This 
would normally be in place of (but 
could be in addition to) weighting the 
students through decision D101 to 
D120. 



D330 to D331. One may either 
specify the present (1S73 74) transpor 
tdtion allocation, or a specified per- 
centage of reimbursable costs for the 
current year. If a year other than 
1973-74 IS being simulated, the alloca- 
tion IS multiplied by the ratio of simu 
lated ADM to 1973-74 ADM. 

D338. This provides state aid at a 
specified percentage of current debt 
service principal and interest payments. 
The payments used are those for 
1973-74 regardless of the year being 
simulated because we have no way ot 
estimating how these may change. 

D340. One of the most difficult 
p oblems in Oregon School finance is 
tiiat of adjusting programs to fit school 
districts with five different grade ranges. 
In the simulation,, a factor is calculated 
for each district, and this factor is used 
to adjust tax rates for required local 
effort in the various equalization pro- 
grams, and line slopes in the guaranteed 
yield program. The factor for a unified 
district is always 1.00. For other dis- 
tricts, the factor may be specified to be 
the present factor (which is based on an 
assumption of no kindergarten and a 
weighting of 1.3 for grades 9-12), or a 
new factor based on the weights speci- 
fied in decision D101-D103. 

D345. Currently, the amount raised 
by the required tax rate for equalization 
purposes in the current year is deter- 
mined by using the true cash value for 
the previous year. The simulator may 
prefer to specify use of current year 
TCV, and may so specify here. 

D350 to D351. If desired, non* 
residential TCV may be made exempt 
from local and/or lED taxes. The as- 
sumption is that a statewide tax on 
nonresidential property would be levied 
at a uniform rate to raise the money not 
raised locally by taxing such property. 

D360. If the state is allowed recap- 
ture on equalizing programs, any excess 
amount raised by school districts with 
high fiscal ability over what is guaran- 
teed by the equalization program would 
be turned over to the state to be used in 
helping the districts with low fiscal 
ability. For such a district of high fiscal 



ERIC 



^ ' ty,, the amount received in equaliza- 
would be shown as a negative 



amount. In the default option, the state 
simply makes no payment to the 
wealthy district, and that district need 
not remit to the state. This non- 
remittance constitutes a cost to the 
state, and the cost of this recapture 
negation is shown as one of the output 
arrays that may be printed. 

D361. If districts are held harmless, 
total state receipts, both general and 
categorical, are compared with 1973-74 
receipts. If 1973-74 receipts are greater, 
the simulated receipts are set equal to 
1973-74 receipts, and the additional 
cost of doing this is calculated and 
stored in an output array. 

D362. If a cost-of-living adjustment 
is specified, the total of state, inter- 
mediate, and local receipts is multiplied 
by the cost of living index. The dif- 
ference between this product and pre- 
sent state, intermediate, and local 
receipts is the cost of living adjustment. 
It constitutes an adjustment, upward or 
downward, in the amount of state aid to 
the district. 

D363. A limit may be put on the 
maximum increase in total unrestricted 
receipts per ADMW over 1973-74. This 
IS typically used as a phase-in device. 
The amount saved by the state as a 
result of this provision is stored in an 
array which may be printed. 

D364. If use of the Cherry factor is 
specified, the effective TCV per ADMW 
used m equalization calculations is 
multiplied by the ratio: 

1.5 X school tax rate 

total tax rate 
In the current version of the program, 
this provision can only be applied to 
Portland. 

TECHNICAL DETAILS 

The simulation is written in FOR- 
TRAN IV, and IS designed for use on an 
IBM 360 or 370. It requires about 300K 
of core for initial data input, 150 K for 
the calculations, and about lOOK foi 
printing. It uses one disk or a tape for 
permanent data storage, and five scratch 
disks. Output IS to a high speed printer. 
The program and input data are also 
maintained on punch cards, so that 
changes may be made if desired. 

Input data are not on a district-by- 



district basis, but on a vanable-by- 
variable basis. The data are read in 
free form format, using the NAMELIST 
conven'. n in FORTRAN. The first 
card, immediately preceding the data, 
has &VARS punched beginning in 
column 2. For a particular variable, the 
name of the variable is first given, 
followed by an = sign, and then by 339 
data entries, one for each district. Each 
data entry is immediately followed by a 
comma, and then by as many spaces (or 
none) as desired. Use of this method of 
data entry has several advantages: 

1. Number of cards needed for data 
is minimized, since fixed fields keyed to 
the needs of the largest district are not 
necessary. 

2. It is easy to make changes in a 
single variable, since all the data for that 
variable are in one place. It will more 
often be necessary to change all of the 
data for one variable than to change all 
of the data for one district. 

3. It is easy to add a value if one has 
accidentally been omitted, because the 
card can be duplicated to the proper 
point, the new value added, and the rest 
of the card skipped. The next card is 
prepared by skipping to the point where 
the next value begins, and then dupli- 
cating the rest of the original card. 

4. Where .nere are a large number of 
duplicate entries, space and key- 
punching time can be saved by using a 
multiplicative factor. For example, in 
the array that gives kindergarten ADM, 
there may be ten districts in a row that 
have no kindergarten. The values for 
these ten districts may be simply given 
in the array 10*0. 

Of course, there are trade-offs, and 
the NAMELIST method has its dis- 
advantages also: 

1. It is not possible to number the 
cards for identification, which makes it 
very desirable not to drop the cards. 

2. To find manually the value for a 
particular district one must carefully 
count the data items, for they will not 
be in a particular spot on the card. 

The last item in each data array is its 
title, consisting of six "words" of four 
bytes each. When an array is printed, 
the title is printed at the top, with the 
first three "words" centered over the 
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column, and the second three "words" 
I m mediately underneath the first three. 
Printing the Results 

As mentioned earlier, any of the 
input and output arrays may be printed 
in any order, with up to eight columns 
of them to a page. The names of the 
districts will automatically be printed 
down the left side of the page. There are 
four options for printing the data: 

1. Print only a sample of districts. 
The districts fit neatly on one page. This 
is very useful for trying out various 
alternatives without generating reams of 
printout. The sample districts have 
already been specified in the print 
program, but they can easily be 
changed. The totals given at the bottom 
of each column are the totals (or means) 
for the entire state, not just for the 
districts printed. In this option, the 
districts may be ordered by any vaii- 
able. 

2. Print all districts by county, and 
numerically within the county. With 
this option, county totals or means are 
printed also, and a summary by adminis- 
trative district is included at the end. 

3. Print all districts by type of dis- 
trict, and within type numerically by 
county and district number. 

4. Print all districts by type, and 
within type by size of district, with the 
largest district first. 

For any of the print programs, a 
summary is prmted at the end giving, 
for each variable printed, the highest 
value, values at the 90th,, 80th, 50th,, 
20th, and 10th percentiles, and the 
lowest value, with the name of the 
district in which each occurs. 

Only the "total" arrays (see the 
listing of Calculated Data Arrays) are 
calculated by the main program. The 
"per ADM" and "per ADMW" arrays 
are calculated by the print program only 
if printing of them is requested. When 
this IS done, the value at the bottom of 
the column wil' be the state weighted 
mean, rather than the state total for 
that variable. 
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SIMULATION 
FLOW CHART 

The Flow Chart of the Simulation 

The following general flow chart 
should make it easy for the programmer 
to understand the detailed program 
listing so that he or she can make any 
changes desired. 

Load Program 



Read in data arrays, district 
names, and variable directory 






Store on disk or i 


ape 



End 



Main Program 



Read in decisions and directions 
for printing. Store on disk 



Read data from disk or tape 



Compute present summary data 



Adjust ADM and TCV data for 
year of output desired 



Compute adjustment factor for 
type of district 



Calculate TCV to be used in 
equalization 



Compute simulated ADM. 
ADMW. and composite cost factor 



Accumulate ADMW and TCV 
totals for lEDs 



4 
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Calculate instructional categorical 
grants 



Calculate levy adjustment 



t42 



Calculate transportation grant 



Calculate regional equalization 
amount and tax rate 



I 



Calculate lED equalization 
amount and tax rate 




No 



Locni guaranteed yield 
program? 



) iYes 


Adjust schedule 


for type of dis- 


trict 






r 


Determine district tax rate 



Hold harmless provision? 



LYes 



JSIo 



[Compute hold harmless costs 



Foi each an ay, is an ay ^«s^|\|o 
to be divided by 
^ADM 01 ADMW> 

, Yes 



Write all data on disk 



Divide by appropriate amount. 
Store in an array to be used for 
the statistical summary 



END 



Compute guaranteed yield 
amounts 



Print Prosram 




Calculate cost of recapture nega- 
tion 



(Note: the print routines are separate 
programs using a smaller amount of 
core. Any one of the four print pro- 
grams may be used.) 



Slumber of districts to print^ 
^Sample 





Print decisions 



(H> 



Next 
Program 



Read a print card requesting up to 
8 arrays, and one ordering array 



Find each requested array in 
LOOK directory, which keys 'per 
ADM' and 'per ADMW arrays to 
the array to be divided 




Print array headings 





Yes 






Sort districts by variable in ninth 


position on print card 



Print data for ordered sample dis- 
tricts 




Read values of requested arrays 
for district 



Accumulate sums for state total 



Divide state total by state ADM or 
ADIVIW to get mean 
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Print state total or mean for each 
array 

Write headings for statistical 
summary 

Sort the array of values for each 
variable printed. Save a pointer 
from each value to the name of 
the district associated with it 

Print statistical summary using the 
appropriate values from the sorted 
arrays 



Reset total registers and rewind 
disks 

1 

f 

END 



The other three print programs have a 
program logic similar to that already 
charted. 

Program Description 

1. The variable directory is read from 
disk. 

2. The decisions and the print direc- 
tions are read from the card input and 
are stored, on disk. The decisions are 
also stored on disk m the format in 
which they will later be printed out. 

3. The data are all read from disk. 
For each district, there is read a district 
name, 61 items of input data, and 64 
place-holders for data which are to be 
calculated by the program. 

4. Various adjustments are made to 
the raw data. When the simulation is 
updated by entering data for a future 
year, the programmer should carefully 
check to see that these adjustments are 
Q "stent with the data entered. 




5. Summary data for 1973-74 are 
calculated, such as the total local re- 
ceipts, which is the sum of local levy 
receipts, local other receipts, and re- 
ceipts from other districts. (Note that 
this mam program only calculates total 
amounts,^ not amount per ADM or per 
ADMW. These latter calculations are 
done in the print program if they are 
requested to be printed out.) 

6. The appropriate ADM and TCV 
data are selected from the input data for 
the year that is to be simulated. The 
number of students with special needs 
(such as those eligible for compensatory 
education) is estimated as the number in 
1973-74 times the ratio of ADM in the 
year simulated to ADM in 1973-74. 
Similarly, the ratio of TCV in the year 
being simulated to TCV in 1973-74 is 
calculated and used in subsequent cal- 
culations. 

7. An adjustment factor is calculated 
(C406) to use in adi'jsting state aid to 
nonunified districts. This is either calcu- 
lated as the present ratio, or as a ratio 
that depends upon the weightings for 
kindergarten, 1-8, and 9-12 being used 
in the simulation. The choice of which 
to use is a decision (D340). 

8. The TCV to be used in the compu- 
tation of state aid is calculated, based 
on decisions about the year to be 
simulated. Both residential and non- 
residential TCV are calculated, based on 
the same ratios of each to total TCV as 
obtained in 1973-74. 

9. The simulated ADM and ADMW 
are calculated, based on the data se- 
lected for the year to be simulated and 
the decisions on the weights to be given 
the various categories of students. The 
ADMW is calculated from present year 
data (thus automaticdily allowing for 
100% of ADMW increase), and to this is 
added 75% of the difference between 
this year's and last year's ADMW 
(allowing for ADMW decrease). Note 
that this is different from the present 
state method of calculation. The final 
figure for ADMW is used for all state aid 
calculations. 

10. ADMW and TCV totals for lED's 
are calculated, for use if there is to be 
lED equalizing. 



1 1 . The Cherry factor is calculated as 
the ratio of the 1973-74 total school tax 
rate to the 1973-74 total tax rate for all 
purposes, with the ratio multiplied by 
1.5. 

12. Instructional program categorical 
grants are calculated as the number of 
students in a particular category times 
the dollar amount of the grant to each. 
In addition, one may appiy a percentage 
of the present allocation. This is calcu- 
lated as the selected percentage times 
"other" state receipts (non-BSSF), 
excluding the Common School Fund 
receipts. 

13. An adjustment facte '\» calcu- 
lated to allow for the fact (hal districts 
experience defaults on present year 
taxes, but receive some back taxes. The 
factor is the dollar difference between 
the amount budgeted to be received 
from local levy and back taxes in 
1973-74 and the amount that would 
have been received had the operating 
and capital levy rates been applied 
agaiiibi the district TCV. This factor is 
then adjusted, when a year other than 
1973-74 is being simulated, by the ratio 
of district TCV in the year being simu- 
lated to district TCV in 1973-74. 

14. The transportation grant is calcu- 
lated. If the present allocation is cho.sen, 
the amount of the transportation grant 
is simply the present amount multiplied 
by the ratio of total ADM in the 
simulated year to 1973-74 ADM. 
Instead, a percentage of 1973-74 reim- 
bursable expenditures may be selected, 
and for a year other than 1 973-74 this is 
multiplied by the same ADM ratio. 

1 5. The amount to be raised through 
regional equalization and the regional 
tax rate are calculated. The amount 
received by each district 'S the amount 
per ADMW specified in decision D247 
times the district's ADMW. The regional 
tax rate is D247 times the rate necessary 
to raise $1 per ADMW in the region. 

16. If lED equalizing is to be used, it 
is calculated. If an amount per ADMW is 
specified in D250, any values in D251 
and D252 are ignored. The amount 
received by a district is D250 times the 
district's ADMW. The district's lED 
equalizing tax rate is that necessary to 




raise the D250 amount per ADMV in 
the I ED. For nonunified districts this 
rate is adjusied on a 2'3 - IH basis as 
at present. 

If D250 is zero, the amou . received 
by the district is based on D251. If 
D251 = l, the amount received is that 
which would be raised if the 1973 74 
lED equalizing tax rate were used. If 
D251=0. the tax rate (for a unified 
district) to be used is specified in D252, 
and the amount received is calculated 
accordingly. 

THE FLAT GRANT PROGRAM 

17. The flat grant is calculated 
simply as the flat grant amount times 
the district ADMW. There are no off- 
sets. 

18. If neither a foundation plan nor a 
guaranteed yield plan is also being used, 
the district tax rate is set here. It may 
be any of four alternatives: 

a. A specified rate (different rates can 
be specified for elementary, union high, 
and unified districts). 

b. The district's 1973-74 rate. 

c. The rate necessary to maintain unre- 
stricted receipts. Allowance is made in 
this calculation for the difference 
between estimated defaults on present 
year taxes and receipt of back taxes. In 
this calculation, the receipts to be main- 
tained are assumed to be 1973-74 
receipts. In simulating future years this 
is unrealistic, and any percentage (such 
as 150%) of 1973-74 receipts may be 
specified to be maintained. 

d A rate which is halfway between the 
1973-74 rate and the rate necessary to 
maintain unrestricted receipts. (Unre- 
stricted receipts are federal impact aid, 
state flat grant and equalizing aid, aid 
for compensatory education, all inter- 
mediate, and all local receipts.) 
THE FOUNDATION PROGRAM 

19. The required local effort tax rate 
is calculated for nonunified districts as 
the rate specified for unified distiicts 
times the district type adjustment factor 
(C406). If the Cherry plan for Portland 
is being simulated, the TCV to be used 
in equalization is multiplied by the 
Cherry factor for Portland only. 

20. The equalization aid is calculated 
as ADMW times the foundation guaran- 
l/^"less the adjusted TCV times the 



required local effort rate, less any flat 
grants, regional equalization receipts, 
lED equalization receipts, federal forest 
funds, federal impact aid, and Common 
School Fund receipts. The specified 
required local effort rate is reduced by 
the regional or I ED equalization rate. 

21. The equalization aid thus calcu- 
lated can be positive or negative. If 
there is not to be recapture and the 
amount is negative, it is set to zero, and 
the array "Cost of Recapture Negation" 
is set equal to the amount thus negated. 

22. The optional tax rate is deter- 
mined in the same way as it was in the 
flat grant program, with the same four 
options. 

It is assumed that a foundation pro- 
gram and a guaranteed yield program 
will not be simulated simultaneously. 
But a flat grant program can be simu- 
lated in connection with either. 
LOCAL GUARANTEED YIELD 
PROGRAM 

23. The local guaranteed yield 
schedule is adjusted for nonunified dis- 
tricts by adjusting the tax rate necessary 
to be guaranteed each level of expendi- 
ture by the appropriate district type 
ratio. If the Cherry plan is being simu- 
lated, the Cherry factor is used in the 
same way as an additional adjustment 
for Portland. 

24. The tax rate is set. (Note that 
this must be done before the calculation 
of equalization here because the tax rate 
determines the amount of the guaran- 
tee.) The same options apply as in the 
flat grant and foundation plans, but the 
calculation is complicated by the inter- 
action of the tax rate set and the 
amount received in equalization. 

25. If the rate set above is higher 
than the maximum for equalization in 
the guaranteed yield schedule, it is 
treated as being at the maximum for 
equalization purposes. If the option is 
selected that allows a district to tax 
above this rate, the rate is then set at 
whatever is r culated for purposes of 
determining the amount of the local 
levy. If there is no recapture, and the 
calculated tax rate is below the mini- 
mum of the guaranteed yield schedule, 
it is allowed to remam as the calculated 
rate for purposes of the local levv. ^ 
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26. The state aid is calculated as the 
guarantee for the local tax rate plus the 
regional or I ED equalizing tax rate, less 
the amount raised by the local rate 
applied against the district TCV, less 
any flat grants, less regional or lED 
equalizing receipts, less the offsets of 
federal impact aid, federal forest funds, 
and Common School Fund receipts. 

27. If there is no recapture and the 
amount of equalization calculated is 
negative, it is set to zero, and the "Cost 
of Rr ,oture Negation" array set equal 
to the amount negated. 
ADDITIONAL CALCULATIONS 

28. Local levy receipts are calculated 
'as the product of simulated tax rate 

times the simulated TCV plus 1973-74 
bond rate times 1973-74 TCV, less the 
levy adjustment. 

29. Debt service aid is calculated as 
the selected percentage times the sum of 
1973-74 district principal and interest 
payments. 

30. If the cost of living adjustment is 
selected, the sum of simulated state, 
intermediate, and local receipts (ex- 
cluding transportation aid) is multiplied 
by the cost of living factor, and the 
result subtracted from that sum. This 
difference, which may be positive or 
negative, is an additional state aid item. 
Because it occurs at this point, this state 
aid does not affect the tax rate which 
had already been calculated. 

31. For the expenditure increase 
limitation, a base is calculated as the 
sum of federal impact aid, BSSF re- 
ceipts (excluding transportation). Com- 
mon School Fund receipts, and total 
intermediate and local receipts, all for 
1973-74. This is divided by 1973-74 
ADMW and multipled by the expendi- 
ture increase percentage selected. The 
result is an expenditure per ADMW that 
may not be exceeded. The simulated 
amounts are then calculated: the sum of 
federal impact aid, flat grants, equaliza- 
tion aid, cost of living adjustment, 
compensatory education receipts, re- 
gional or I ED equalization aid, other 
intermediate receipts, and all local 
receipts. If this sum exceeds the amount 
calculated in the preceding sentence, the 
amount of state aid is reduced ac- 
cordingly. This reduction in state aid is 



shown in array C908, "Saving from 
Phase-In." (Note that if lecdpturc is not 
ailowed, the state may not be able to 
reduce its aid by the full amount 
required here, since that could make 
state aid negative. When this occurs, the 
amount it is unable to save as a result of 
this shows as a negative saving in C908.) 

32. Summary statistics are now cal- 
culated. 

33. If the save harmless option is 
invoked, districts that receive less in 
Simulated state aid than in 1973-74 
receive the same amount of state aid as 
in 1973-74. 

34. Finally, all of the data and the 
array labels are stored on disk for use in 
the print programs. 

Program Additions 

Adding arrays (either "B" arrays or 
"C" arrays) involves the following steps: 

1. Add the name of the array, dimen- 
sioned by (345) to the DIMENSION 
statement of the LOAD program. 

2. Add it to the DOUBLE PRECI- 
SION statement of the LOAD program 
if it is to contain large numbers. 

3. Add it to the NAMELIST state- 
ment of the LOAD program. 

4. Add it at the end of the WRITE 
(1,100) statement of the LOAD pro- 
gram and change the FORMAT state- 
ment 1 00 accordingly. 

5. Add it at the end of the WRITE 
(1,200) statement of the LOAD pro- 
gram and change the FORMAT state- 
ment 200 accordingly. 

6. Change LRECL and BLKSIZE at 
the end of the LOAD program to an 
appropriate amount. 

7. Add it to the data bank. Suppose 
that the name of the variable to be 
added is B003. The &VARS data bank 
should contain a set of cards that reads 
B003 = (a list of 330 data items, sepa- 
rated by commas),^ (the name of the 
array, written in six four-byte units 
surrounded by apostrophes and set off 
by commas). If the new array is a C 
array the entry in the data bank is 
similar, except that the data will simply 
be 339*0.0. Note that throughout the 
data, anything punched in column 1 of 
'Q '^ will be ignored. 

Add it to the DIMENSION state- 
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ment of the MAIN program, dimen 
sioned to (92). 

9. Add it to the DOUBLE PRECI- 
SION statement of the MAIN program 
if applicable. 

10. Add it to the READ (1,600) 
statement of the MAIN program and 
change the 600 FORMAT statement 
accordingly. 

11. Add the appropriate computa- 
tion statements in the MAIN program. 

12. Add it to the end of the WRITE 

(4.502) statement of the MAIN program 
and change the 502 FORMAT state- 
ment accordingly. 

13. Add it to the end of the READ 

(1.503) and WRITE (8,503) statement 
of the MAIN program and change the 
503 FORMAT statement accordingly. 

14. Add the number to the LOOK 
directory. It is added at the end of the 
first one-third of the numbers in this 
directory. If it is desired to be able to 
print the variable in "per ADM" and 
"per ADMW" forms also, define appro- 
priate variable numbers and add them at 
the end of the second one-third and the 
third one-third of the LOOK directory. 
Otherwise, add zeros at these points. 
NOTE that the three-digit number 
associated with each variable (regardless 
of whether preceded by a B or a C) 
must not duplicate any other number in 
the LOOK directory. 

15. Change the 103 FORMAT state- 
ment in the PRINT programs to corre- 
spond to the 503 FORMAT statement 
in the MAIN program, and change the 
107 FORMAT statement in the PRINT 
programs to correspond to the 502 
FORMAT statement in the MAIN pro- 
gram. 

16. Change the LL dimension state- 
ment in the MAIN Program and the 
print programs to correspond to the 
new size of the LL array. 

17. Change the B dimension state- 
ment in the PRINT programs. It should 
be one-third the size of the LL dimen- 
sion. 

18. Change the value of M2 in the 
PRINT programs. It should be one-third 
the size of the LL array. 

Adding decisions involves the fol- 
lowing steps: 

l.j^lf^the decision acts a s^ a switch 
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(such as D100), define it as INTEGER 
in the MAIN program and each PRINT 
program. 

2. Add it to the NAMELIST state- 
ment of the MAIN program and each 
PRINT program. 

3. Define an appropriate default 
value for it in the MAIN program. 

4. Put an appropriate WRITE (2,—) 
statement and FORMAT statement for 
it in the MAIN program. 

5. Add appropriate computation 
statements in the MAIN program. 



CURRENT REFORM 
EFFORTS IN OREGON 




Until very recently, public education 
in Oregon has escaped many of the 
fiscal problems which abound in other 
states. Although there has been increas- 
ing voter resistance to local operating 
levies, few teachers have been fired, 
schools have not been shut down and 
there have been only a few instances of 
athletic programs being curtailed to 
rally public support for schools. 

Portland, Oregon's only big city, has 
also been spared many of the traumas 
experienced by cities in the East and 
Midwest. Despite declining enrollment, 
the Portland School District has been 
able to attract quality teachers, find 
new programs, avoid increasing class size 
(as in Detroit and New York), avoid 
shutting its libraries (as in Cincinnati) 
and avoid shortening the school day (as 
in Los Angeles and Cincinnati).' Unlike 
many other bij cities, pencapita pro- 
perty values in Portland have not begun 
to crumble; to the contrary, they con- 
tinue to rise faster than the state 
average.^ 

Events in the past few years, how- 
ever, indicate that the fiscal crisis in 
public education may have arrived in 
Oregon. Despite a stable student enroll- 
ment, educational costs continue to nse 
faster than the rate of inflation and 
faster than personal income. In 1974*75 
many school districts had to return to 
the polls early in the new school year to 
pass current operating budgets. In 
Lincoln County, school teachers were 
given notices of termination prior to the 
final school budget vote in November. A 
battle for educational dollars has begun 
between the public schools and the 
state's community colleges and univer- 
sities. Economic recession, property tax 
relief and growing demands for public 
services have left too few public dollars 
to meet the fiscal expectations of educa- 
tors. 

Even if the legislature and local 
school leaders were able to raise more 
money for schools, however, Oregon 
would still be plagued by the ineffici- 
encies and inequities with which educa* 
tional resources are raised and distri- 
buted. Oregon's school finance system 
fails to meet the educational needs of 
those school districts that have the most 
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difficulty raising money locally or those 
that face unusual and costly educational 
tasks. the other hand, substantial 
sums of stale money are sent to school 
districts which already raise more 
money locally than they can efficiently 
utilize. And much taxable property in 
sparsely populated sections of the state 
does virtually nothing to support public 
education. The fiscal crisis that is 
emerging in Oregon is twofold: there are 
inadequate resources to meet the state's 
educational responsibilities; and the 
inequitable and inefficient system of 
raising and distributing educational 
revenues favors wealthy areas, rather 
than areas with the most difficult educa* 
tional problems. 

Numerous attempts have been made 
to deal with these problems. In 1969 
the legislature referred to the voters a 
measure that would have replaced the 
school property tax with a state sales 
tax; the voters rejected it eight to one.^ 
Citizen^nitiated measures to limit the 
use of local property taxes for schools 
were defeated in subsequent years. 
Finally, school finance reformers turned 
to the courts to seek a remedy to the 
inequities of Oregon's school finance 
system. 

On February 17, 1972 a suit was 
filed in Lane County Circuit Court on 
behalf of Creswell, Oregon third-grader, 
Shauna Olsen, and others. The suit 
argued that students living in property* 
poor school districts are denied equal 
educational opportunities because less 
money can be raised from school prop* 
erty taxes in poor districts than in 
wealthy districts. Specifically, the 
plaintiffs charged that the Oregon 
system of financing public education 
violates the Oregon Constitution by 
relying heavily upon local property 
taxes, since this reliance produces wide 
disparities in per pupil expenditures 
from district to district. The plaintiffs 
argued that such disparities violate: (1) 
the equal protection provisions of 
Article I, Section 20; (2) the mandate to 
provide a "uniform and general" system 
of common schools as required by 
Article Vll, Section 3; and (3) the 
requirement coiitained in Article I, 
Section 32 and Article IX, Section 1 



that the school taxation system be 
'•uniform and general." 

hi tho trial held in September 
October 1973« the plaintiffs attempted 
to prove (1) that significant disparities 
exist in per pupil expenditures among 
Oregon school districts as a result of 
differences tn local distnct wealth, (2) 
that differences in per pupil expcndi 
tures result in substantial disparities in 
educational opportunities and (3) that 
less onerous methods of public school 
finance are available to the legislature."* 
The two primary arguments as to 
why the current system of school 
finance is unconstitutional need further 
elaboration. One argument was that a 
system which allocates e:iucation on the 
basis of district wealth violates the 
"equal protection clause" of the Oregon 
Constitution {Article I, Section 20). 
This argument has three major points. 
First, education is a "fundamental right 
or interest" like the right to vote or 
frfedom of speech. This is an important 
distinction, because when a state regu- 
lates a fundamental right, the regulation 
IS subject to "strict judicial scrutiny" 
before it may be upheld by the court. 
Second, "strict judicial scrutiny" pro- 
hibits the state from making distinctions 
among citizens the basis of a suspect 
classification, such as race or wealth. 
And third, classifications which are 
suspect arc not necessarily prohibited, 
but the state must show a compelling 
state interest in distinguishing among 
citizens on the basis of a suspect char- 
acteristic. 

It would be difficult to show a 
compelling state interest in allocating 
education on the basis of wealth, since 
there are many ways to accomplish the 
state's objectives in public education 
Without using wealth as the basis for 
distributing state aid. Therefore, a find- 
ing that education is "a fundamental 
right or interest" is tantamount to 
finding the current state system uncon- 
stitutional. 

In San Antonio v. Rodriquez, the U.S. 
Supreme Court ruled that the Texas 
system of financing schools did not vio- 
late the Fourteenth Amendment of the 
S Constitution. However, in its 
^"On the Court said, "We must decide. 



first, whether the Texas system of 
financing public education operates to 
the disadvantage of some suspect class or 
impinges upon a fundamental right expli 
citly or implicitly protected by the Con 
stitution, thereby requiring strict 
scrutiny. If so, the judgment of the Dis 
tiict Couit Ithat the Texas system vio 
lated the equal protection clause of the 
U.S. Constitution] should be 
affirmed."^ 

The Rodriguez opinion made it clear 
that if there was a provision in the U.S. 
Constitution defining education as a 
fundamental right, the Supreme Court 
would have found that the Texas system 
violated the equal protection clause of 
the U.S. Constitution. The Court said 
that if education is considered a funda* 
mental constitutional right, the Texas 
system "and its counterpart in virtually 
every state will not pass {the) muster" 
of "strict judicial scrutiny." Article 
VIII, Section 3 of the Oregon Constitu- 
tion says that there shall be a "uniform, 
and general system of Common 
schools" in Oregon. The article also 
commands tha legislature "to provide 
by law" for the establishment of such a 
system. 

The plaintiffs in the Creswell case 
argued that even though the Oregon 
Constitution does not specifically de- 
clare education to be a fundamental 
right, the statement "the legislature 
shall provide by law" makes it the 
legislature's duty to establish a uniform 
and general system of education, and 
therefore creates a correlative right to 
that education. This and repeated state- 
ments in the law concerning the impor- 
tance of education to the state, suggests 
that the right created by Article VII!, 
Section 3 is a fundamental right. 

The plaintiffs also alleged that the 
current school finance system violates 
the "general education" clause of the 
Oregon Constitution. They argued that 
since the Constitution requires the legis- 
lature to establish a "uniform, and 
general system of Common schools," 
the dollar expenditures for any Oregon 
child's public education cannot legally 
deoend on the taxable wealth of the 
school district within which the child 
happens to reside. 



Violation of the general education 
clause has been the grounds for a 
numler of court challenges to state 
school finance systen^s. The New Jersey 
Supreme Court in Robinson v, Cahill 
ruled that the state school finance 
system was unconstitutional because it 
failed to provide a "thorouq'i and effi- 
cient" system of free public education 
as required by the New Jersey Constitu- 
tion. Thirtyfou' states, including 
Oregon, have general education clauses 
which might be used to challenge the 
constitutionality of state school finance 
systems.*^ 

While the Oregon system of financing 
public schools was being challenged in 
the courts, the system also came under 
review in the legislature. Governor Tom 
McCall announced in March 1972, 
shortly after the Creswell case was filed, 
that he would submit a comprehensive 
school finance reform proposal to the 
1973 legislature. In his bill. Governor 
McCali recommended full state Jssump- 
tion of the costs of public schools in 
Oregon. In discussing the reasons for his 
proposal McCall said that the "money 
spent for education should be based 
upon the students' needs, not upon the 
wealth of the school district in which 
they live."'' 

The McCall plan was enacted by the 
legislature in March of 1973 but re- 
jected by the voters in a referendum on 
May 1, 1973. During the remaining two 
months of the 1973 legisletive session, 
the legislature passed two interim mea- 
sures to solve some of the problems 
dealt with in the McCall plan. These 
measures were eventually referred to the 
voters and rejected in the 1974 primary 
election. 

Adjournment of the legislature in 
July 1 973 did not stop legislative efforts 
to find an equitable way to finance 
public schools. The leadership of the 
legislature requested assistance from the 
Ford Foundation to study Oregon's 
school finance system and possible alter* 
natives to it. Shortly after the Creswell 
case Vi/as heard in Lane County Circuit 
Court, the legislature received a grant 
from the Ford Foundation for a school 
finance project, and the Committee on 
Equal Educational Opportunity was 
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established to oversee the project. 
Throughout 1974 the committee and its 
research staff worked to find ways of 
providing equal educational opportun- 
ities for the children of Oregon. The 
committee's proposals were presented 
to the 1975 legislature and drafted into 
two bills,. Senate 'Bill 245 and Senate 
Bill 246. 

Prospects for passage of the pro- 
posals of the Committee on Equal Edu- 
cational Opportunities (a copy of those 
proposals is reprinted in the appendix) 
were not promising when the legislaiuie 
convened on Januaiy 13, 1975. The 
economic recession precluded a major 
increase In state support for schools. 
Also, the proposals were opposed by 
several Portland legislators who held key 
positions in the legislature, because the 
Portland schools would not benefit as 
much as many poor school districts 
from gtcater equalization. Many legisla- 
tors felt thdt only a court decision 
requiring the legislature to restructure 
school financing would make it possible 
to pass a school finance reform bill in 
the 1975 bcssion. 

When the Senate Revenue Com- 
mittee began hearings on SB245 and 
SB246 m February 1975, its members 
were anxious to know what the court 
would decide in the Creswell case 
{which the judge had taken under 
advisement in late August 1974). Since 
Oregon statutes require a judge to rule 
on any question before him within three 
months, the committee considered 
issuing a subpoena to obtain informa- 
♦'cn fium the court on its 'ikely tiibposi- 
tion or the Creswell case. 

Less than a week after the Senate 
Revenue Committee discussed the use 
of a subpoena, the trial court judge 
ruled that Oregon's current finance 
system does not violate the Oregon 
Constitution. In a short ruling the judge 
issued the following opinion: 
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IN THE CIRCUIT COURT OF THE STATE OF OREGON FOR LANE COUNTY 

SHAUNA OLSEN, a minor, by BRENDA OLSEN, ) 

her guardian ad litem; VAN McDANIEL, a minor, by ) 

CLIFFORD E. McDANIEL, his guardian ad litem; ) 

and SCHOOL DISTRICT NO. 40, Lane County, ) 

Oregon, ) 

Plaintiffs, ) Case No. 72 0569 
vs. ) CONCLUSIONS OF LAW 
STATE OF OREGON, acting by and through LEE ) 
JOHNSON, Attorney General, and DALE PARNELL, ) 
Superintendent of Public Instruction, et al, ) 
Defendants. ) 

THIS MATTER having come on for trial and the plaintiffs appearing by Charles 
0. Porter, John E. McDermott, Mark D. Brook and Jeffrey W. Brenner, and the 
defendants appearing by counsel, Peter S. Herman and Ira Jones, and the court 
hav'.ig heard the evidence and the parties having filed their briefs, and the court 
having considered their briefs, and being fully advised. 

The court finds generally in favor of the defendants and enters the following 
CONCLUSIONS OF LAW: 
I. 

Oregon's school finance system does -^ot violate Oregon Constitution, Article VIII 
§3. 

"The legislature shall provide by law for the establishment of a uniform, and 

general system of Common schools." 
The state minimum standards relating to education set forth a uniform and 
general system of common schools within the meaning of Article Vlll §3. The state 
financing system provides the means whereby all school districts can meet those 
standards. 

II. 

Oregon's public school finance system does not violate Oregon Constitution, 
Article I, Section 20. 

"No law shall be passed granting to any citizen or class of citizens privileges, or 
immunities, which, upon the same terms, shall not equally belong to all 
citizens." 

Education is not a "fundamental interes." under the United States Constitution 
nor has Oregon's Constitution made it a "fundamental interest", therefore the court 
shall not apply the "strict scrutiny" test in deciding the validity of the Oregon school 
finance system against the equal protection provisions m Article I, Section 10. 

When the more lenient "rational liasis" standard of review is applied, the Luurt 
finds that the nrpsent system is rationally related to retaining some measure of local 
control which is a legitimate legislative goal. 

111. 

nregon school finance system does not violate Article I, Section 32 or Article IX, 
Section 1 of the Oregon Constitution. 

Article I, Section 32. "No tax on duty shall be imposed without the consent of 
the people or their representatives in the legislative assembly; and all taxation 
shall be uniform on the same class of subjects within the territorial limitations 
of the authority levying the tax." 

Article iX, Section 1. "The legislative assembly shall,, and the people through 
the initiative may, provide by law uniform rules of assessment and taxation. All 
taxes shall be levied and collected under general laws operating uniformly 
throughout the state." 
Since the authority levying the tax is the school district under laws which are 

uniform, all persons within the district are treated uniformly satisfying the 

constitutional requirements. 

IV. 

The plainliii's complaint should be dismissed. 
Dated this 25th day of February, 1975. 

Edward Leavy 

CIRCUIT JUDGE 




The terseness of the opifiion leaves 
more questions unanswereit thati it fo 
solves. Is the court suggesting that a 
per pupil expenditure of S682 in 
1973-74 (when average school district 
expenditures were SI, 058) would have 
provided an adequate education? Does 
that mean all expenditures above S682 
are so unimportant that the state has no 
interest in how money is raised to 
support those expenditures? 

The question of whether education is 
"a fundamental right or interest" in- 
volves a legal interpretation that we do 
not feel qualified to dispute. But even if 
the "rational basis" standard is applied, 
the court's finding that "the present 
system is rationally related to retaining 
some measure of local control which is a 
legitimate legislative goal" is erroneous, 
since the current system fails to give 
local control to all districts. Property- 
poor districts must tax themselves to 
the limit simply to meet the minimum 
standards set by the state. Only relative- 
ly wealthy districts have enough re- 
sources to be able to freely choose 
spending levels. 

The ruling that the "uniform tax" 
provisions of the Oregon Constitution 
are not violated because all persons 
within the district are treated uniformly 
is hard to understand. Public education 
is a state responsibility. How can the 
court find that tax laws are applied 
uniformly when two people living across 
the street from one another (but in 
different school districts) pay substan- 
tially diffe.'-er.t taxes to support public 
education because one district contains 
a plywood plant and the other does 
not^ It is not uncommon for a district 
to raise six or seven times as much 
money for schools as a neighboring 
district with the same tax rate. The 
fact that taxes are applied uniformly 
within a district does not produce tax 
equity from the point of view of the 
state, and it i: the state's responsibility 
to provide a uniform and general 
system of public education. 

Shortly ^fter Circuit Court Judge 
Edward Leavy issued his opinion, 
lawyers for the plaintiffs announced 
tkow would appeal the case. Neverthe- 
the judge's opinion that the Oregon 
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system is constitutional removed the 
constitutional pressure for reform of the 
school finance system. The chairman of 
the Senate Revenue Committee imme- 
diately announced there was "almost no 
chance" that the proposed school 
finance legislation would be passed by 
the 1975 legislature. Senate President 
Jason Boe announced that the Interim 
Revenue Committee "will be assigned 
the responsibility of examining the 
school finance question" before the 
next session of the legislature.^ 

Prospects for Future 
Reform in Oregon 

The legal battle for equitable 
school financing in Oregon will con- 
tinue. The Creswell case is being 
appealed to the Court of Appeals, 
and it will probably reach the 
Oregon Supreme Court late in 1976. 
Meanwhile, school finance cases are 
either pending or have been settled in at 
least 36 other states. In California, the 
legislature is under court mandate to 
establish a fiscally neutral school 
finance system within six years. A peti- 
tion for a rehearing has been filed in the 
state of Washington in response to the 
state Supreme Court's split decision 
upholding the current finance system. 
In Idaho, a trial court decision over- 
turning the state's school finance systpm 
is being appealed by the swie. 

While courts in Oregon and other 
states continue to scrutinize school 
finance arrangements, numerous state 
legislatures have taken upon themselves 
the task of reforming state finance 
systems. In 1973 alone, 11 states altered 
their school finance formulas to provide 
greater equalization of educational 
revenues among school districts. In the 
past two years more than 40 states have 
established study commissions and com- 
mittees to find alternative ways of 
financing public schools. Although the 
Rodriguez decision and the trial court 
decision in the Creswell case have 
slowed progress toward school finance 
reform in Oregon, it is hard to imagine 
that the state will escape for long the 
national trend toward greater equaliza- 
tion of educational resources. 



Regardless of court decisions in 
Oregon or elsewhere, it is ultimately the 
state legislature that is lesponsible for 
overseeing public education and the way 
it is financed. The Oregon Constitution 
states that "the legislature shall provide 
by law for the establishment of a 
uniform, and general system of Com- 
mon schools." It is the legislature that 
must assume responsibility for the pre- 
sent system of school finance which 
dispenses public education according to 
the wealth of local school districts.. 
Since the wealth of a school disti.ct has 
almost nothing to do with the educa- 
tional needs of its students, the legisla- 
ture should find a more rational basis 
for determining the quality of education 
in Oregon's public schools. 
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Goak of School 
Finance Reform 

This book was written to assist those 
who pursue the elusive goal of equity in 
state school finance systems. The goal of 
equity and equal educational oppor- 
tunity does not mean the same thing to 
all people. At one extreme, equity may 
mean guaranteeing a minimum level of 
educational service which will enable stu- 
dents to participate in society when they 
leave school. This philosophy underlies 
most of the state foundation programs 
whidi itill exist across the country. At 
the other extreme, equity may mean 
equalizing the educational achievement 
of all students, regardless of their abilities 
or interests. This would require allocating 
substantially more money f^i the educa- 
tion of children with learning dif- 
ficulties or disadvantages. 

In between these extreme positions 
are two intermediate interprstations of 
equity. One view is that every child 
should have the same amount of money 
spent on his or her education. This is 
the approach that the McCali school 
finance program would have taken. Its 
major disadvantage was that it con- 
flicted with the desire of many Oregon- 
fans to maintain local control over 
educational policy. 

A second view is that the ability of 
different school districts to raise educa- 
tional revenues should be equal, even if 
actual expenditures are not. This idea, 
known as the fiscal neutrality principle, 
has emerged as the dominant theme of 
the school fin^nra reform movement. 
The fiscal neutrality principle does not 
require that the state increase its sup- 
port of education, nor that local prop- 
erty taxes be eliminated, nor that dis- 
tricts spend the same amount on the 
education of each student. It merely 
says that the distribution of educational 
resources must be a function of the 
wealth of the state as a whole,^ rather 
than the wealth of individual school 
districts. 

Justice Sullivan in his landmark 
opinion for the California Supreme 
Court in Serrano v. Priest ruled that the 
state should not invidiously discriminate 
against poor school districts by making 
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the quality of a child's education a 
function of the weaith of his parents 
and neighbors. However, the standard 
established in Serrano does not say what 
equality is; it simply points out what it 
is not, leaving the determination of how 
educational resources should be distri- 
buted to the legislature. 

Pursuit of the goal of equity in 
school finance would not be so difficult, 
even with these definitional problems, if 
equity did not frequently conflict with 
other important values. We have des- 
cribed the tensions between the desire 
for greater equity and the desire for 
local control, the desire for more 
efficient use of education revenues, and 
the desire to save big city school 
districts from further decay. The alter- 
natives and recommendations presented 
in this book attempt to recognize all of 
these concerns. The goal of fiscal neu- 
trality may be modified to direct addi- 
tional resources to areas of special 
education need. Most of the plans we 
have described would enhance local 
control by permitting the local school 
district to choose how much to spend 
for education and how to spend it. We 
have also included many provisions that 
would encourage greater productivity 
and more efficient expenditure of 
educational dollars. 

Balancing these often conflicting 
goals creates more complexity than is 
desirable if the public is goi.ng ixj under- 
stand and ultimately control public 
education policy. We have therefore 
sacrificed many theoretical niceties to 
keep the proposals from becoming more 
complicated than they already are. A 
few administrators will criticize the 
plans for failing to deal with various 
nuances of Oregon's finance system, 
such as some nontax receipts. However, 
we have purposely tried to limit our 
reform proposals in the belief that 
avoiding needless complexity is an 
important goal itself. 

Inequities of Oregon's 
Current School 
Finance System 

Chapter 3 describes Oregon's current 
school finance system and uncovers a 



pattern of state created wealth discnm- 
matjon common to must stjtus dcruss 
the country. Although education is 
clearly a state responsibility, Oregon 
(like most other states) delegates the 
operation and much of the financing of 
public schools to local school districts. 
The major problem arises from the fact 
that the state does not provide each 
district With an equal ability to finance 
its schools. Local school districts raise 
more than 70 percent of public school 
revenues, but have greatly varying 
abilities to do so. Some d'Stncts can 
raise substantial revenues with little tax 
effort, while property-poor districts can 
raise little despite very high local prop- 
erty tax rates. Studies in Oregon and 
across the country show that the 
wealthier a district is, the more it spends 
for each child m school. Children in 
property-rich districts receive superior 
educations simply because of the wealth 
of the district in which they live. 

Oregon,^ like most other states, has 
recognized the state's responsibility to 
equalise the revenue-generating abilities 
of local school districts. In 1946 the 
Basic School Support Fund was estab- 
lished to "equalize educational oppor- 
tunities and conserve and improve the 
standards of public elementary ana 
secondary education." Since then, how- 
ever, state support has been used more 
to support all school districts than to 
equalize educational opportunities. In 
fact, the current distribution of state 
funds actually helps wealthy districts 
more than poor districts. Eighty percent 
or trie basic School Support Fund is 
distributed as flat grants to rich and 
poor districts alike. Since poor districts 
are already guaranteed the minimum 
foundation level,, the flat grants they 
receive neither increase their program 
offering nor reduce their local tax bur- 
den. Wealthy districts, on the other 
hand, can use flat grants to either 
improve the quality of program or 
reduce local taxes. And above the 
minimum program level (in fact, above 
the minimum program Iftvel minus the 
Size of the flat grant), a relatively 
wealthy district can raise more for each 
"^r of tax above the state-calculated 
/^"than a district with less taxable 



property per student. The current 
school finance system does very little to 
insure that districts which exert the 
same tax effort have the same amount 
to spend for each student. 

Some argue that such wealth discrim- 
ination IS justifiable to insure some 
measure of local control over schools. 
This argument cannot withstand careful 
examination. In the first place, many 
districts are so poor and receive so little 
state aid that they can barely meet the 
minimum state standards even by taxing 
them'iflvps to the limit. For them local 
control IS meaningless, since they have 
few options available to them. Under 
the current finance system local control 
IS a reality for relatively wealthy dis- 
tricts only. 

In the second place, greater equalize 
tion of revenue-generating ability would 
not reduce local control. In fact it 
would increase local control by extend- 
ing the privilege to poor districts. The 
alternative finance plans we have des- 
cribed in this book are designed to 
increase local choice, they would 
stabilize school finance in the state and 
free local school boards to spend more 
time on program choices. And if some 
of the suggestions in chapter 6 were 
implemented, public control of educa- 
tion would be increased by delegating 
more decision-making to the school site. 
In the Creswell case. Judge Leavy ruled 
that "the present system is rationally 
related to retaining some measure of 
local control which is a legitimate legis- 
lative goal." We agree it is an appro- 
priate legislative goal, but we strongly 
disagree that the inequities of the cur- 
rent system enhance local control or are 
necessary to insure it. 

AKernatiYC School 
Finance Plans 

Chapter 4 presents four alternatives to 
the current school foundation program in 
Oregon. The first plan, the foundation 
phase-in plan, would keep many features 
of the current system but substantially 
increase state equalization by elimin- 
ating flat grants entirely and using those 
funds to increase the foundation sup- 
port level. It would also require that 



every district levy a minimum tax of 
$12 per $1,000 true cash value and 
return to the state any revenue that tax 
produced over the foundation level. 
Districts would be free to tax their own 
property above the 812 tax rate up to a 
maximum of $18 per $1,000 TCV. 
Equalization of district expenditures 
would be increased gradually by raising 
the foundation support level and re- 
ducing the maximum tax rate. 

The local guaranteed yield plan, 
which the Committee on Equal Educa- 
tional Opportunity recommended to the 
1975 legislature, would guarantee that 
districts which make the same tax effort 
for schools receive equivalent resources 
per pupil. The state would establish a 
local guaranteed yield schedule showing 
the level of school tax effort required to 
support various levels of spendable 
receipts per pupil. The district would 
select the level of spending it desired 
and the corresponding tax rate. If at this 
rate the local school tax generates less 
revenue per pupil than the state guar- 
antee, the state would make up the 
difference. The plan also includes cate- 
gorical grants for small schools, trans- 
portation, compensatory education and 
special education. To reduce the dis- 
locations implementation of such a 
program would produce for some dis- 
tricts, it could be phased in over several 
years. Flat grants could be gradually 
reduced to zero over four years, and any 
recaotu^'e that is provided could be 
similarly phased in by increasing the 
percentage of recapture over four or five 
years. 

The third plan, the total tax effort 
equalization plan, would help urban 
areas with higher-than-average total tax 
burdens. This plan would change the 
indicator of district effort from the 
school tax rate to a computed total tax 
rate. The total tax effort equalization 
program is basically a local guaranteed 
yield program. It differs from the 
second plan in that it is based on a total 
tax rate computed by dividing the 
amount raif'^d by all taxing bodies in 
the school district by the true cash value 
of the district. Since an average of about 
60 percent of local tax dollars goes for 
schools, the total tax rate would then be 
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multiplied by 60 percent This would 
keep the level of state support equiva- 
lent to plan two, but would distribute 
more state equalization money to dis- 
tricts with relatively high total tax 
burdens. The actual amount a district 
would have to spend might be above or 
below the state guarantee, depending 
mainly on whether a district's school 
tax rate is more or less than 60 percent 
of the total tax rate. 

The fourth plan, the available wealth 
equalization plan, is also designed to 
deal with the problems of urban school 
districts It would adjust the measure of 
local property wealth by considering 
only that portion of a school district's 
property value which is available for 
school taxation. This plan is also a 
modified local guaranteed yield plan. A 
local guaranteed yield schedule would 
be established by the state, and districts 
which cannot raise the guaranteed 
amount at the corresponding school tax 
rate (adjusted to bring the total state- 
wide valuation back up to the actual 
valuation) would receive the difference 
in equalization aid from the state. Such 
a plan would assist districts with higher- 
than-average noneducation tax burdens. 
Since this approach would provide in- 
centives for local districts to reduce 
educational expenditures and shift 
money to other local budgets, we do 
not recommend its adoption in Oregon. 

Chapter 4 also describes three alter- 
natives for insuring that property-rich 
districts contribute to the support of 
education in property-poor districts. 
The first possibility, statewide recap- 
ture, has proven politically infeasible in 
many states, and it is probably unac- 
ceptable in Oregon as well. However, 
almost the same result could be accom- 
plished through establishment of 
regional equalization districts. A uni- 
form regional tax would be levied to 
raise some portion of local school bud- 
gets. The money would then be redistri- 
buted to component school districts on 
a per pupil basis. As long as the varia- 
tion in wealth per pupil among regions 
is small and the amount raised at the 
regional level is large enough, consider- 
able equalization can be accomplished 
.^^jis method. The third alternative is 



a modified intermediate education dis- 
trict scheme which would provide sub- 
stantially more equalization than is cur- 
rently provided by tfie lED equalization 
levy. 

Adjustments for 
Educational Need 

Chapter 5 explores various adjust- 
ments to state school finance formulas 
which would provide additional state 
dollars to districts with students re- 
quiring high-cost educational services. 
Any state providing free public educa- 
tion must face the problem of delivering 
educational services to children who are 
handicapped. We have described the 
present delivery of special education 
services in Oregon and recommended 
ways of improving both the delivery of 
those services and the way they are 
financed. 

To assist urbdn school districts,^ we 
recommend state compensatory educa- 
tion grants scaled to the concentration 
of disadvantaged children in each school 
district. There is general agreement that 
students from low income and socially 
disadvantaged families require extra 
educational services in order to fully 
participate in the general education 
programs of public schools. However,, 
there is less agreement on how to 
identify students needing compensatory 
education and on how much extra 
compensatory education programs cost. 
IVe therefore recommend that compen- 
satory education grants be unrestricted 
-the larger the number of students 
receiving special services, the larger a 
district's allowable per pupil expendi- 
ture should be. 

The goals of public education have 
been expanding to include career pre- 
paration and life-long learning. School 
districts now receive federal money for 
occupational education programs for 
11th and 12th grade students, while 
programs below that level are funded 
from local sources. Many believe that 
the state should pay some of the excess 
costs of these programs. Unfortunately 
very little information is available on 
the programs currently being offered in 
public schools, community colleges and 
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proprietary schools. We recommend 
that a comprehensive study of occupa- 
tional education be conducted in 
Oregon and that the state limit its 
participation to providing seed money 
for pilot programs until the study is 
completed. 

The state of Oregon does not contri- 
bute to the capital costs of local school 
districts. This means that wealthy dis- 
tricts are able to afford better facilities 
than poor districts. Since the quality of 
school facilities affects the educational 
opportunities of school children, we 
believe that capital expenditures should 
also be equalized by the state. Further- 
more, if the state decides to expand its 
support of special education programs, 
early childhood programs and occupa- 
tional education programs it will have to 
consider the facility requirements of 
those programs. Twenty-seven states 
currently assist local school districts 
with the costs of buildings and equip- 
ment. Before Oregon could take such a 
step it would have to collect data on the 
number, adequacy and safety of cur- 
rent school facilities in the state; we 
therefore recommend that a major sur- 
vey and study of school facilities be 
undertaken by the State Department of 
Education. Until this is done, the state 
will not be able to develop a realistic 
plan for contributing to the capital costs 
of local school districts. 

Finally,, we recommend that identi- 
fiable cost of living differences be in- 
cluded in any new state school finance 
formula. A preliminary survey con- 
ducted by the State Department of 
Revenue revealed a seven percent cost 
of living differential between the Port- 
land metropolitan area and rural areas in 
the southwestern and eastern parts of 
the state. A more thorough survey 
should be conducted, and the state 
finance formula should be adjusted to 
reflect the differences identified. 

School Productivity 

Many Oregomans are concerned with 
the quality of education they are re- 
ceiving for their tax dollar. Chapter 6 
reviews some of the problems associated 
with increasing productivity in schools 
and suggests a number of ways to 
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The Technology 
of Reform 

Reform of state school finance 
systems is never easy. Reformers will be 
opposed by those who profit from the 
status quo, and they will receive only 
lukewarm support from those who 
would gain fiom the proposed reforms. 
Having lost so frequently in the past, 
many people from poor school districts 
doubt that any change will benefit 
them. In addition, they are often too 
poorly informed or too busy trying to 
make ends meet to effectively present 
their own interests in the legislature. 

One of the major goals of the Oregon 
School Finance Project was to develop a 
technical capability which would permit 
educators and legislators to qiijckly, 
cheaply and accurately analyze a wide 
variety of state school finance plans. 
The computer simulation described in 
chapter 7 is now available for use in the 
state. It permits policymakers to 
analyze the impact of many different 
programs which are explained in this 
book. Since the simulation program has 
already been written, the cost of analyz- 
ing a new program is very small. In a 
matter of hours, a staff analyst for a 
legislative revenue committee can accur- 
ately predict the impact of a new 
program on every school district in the 
state for the current year and/or for the 
subsequent five years. Chapter 7 
explains the simulation and how it is 
used. Given the political will to reform 
Oregon's school finance system, the 
state now has the technical capability to 
produce a formula which will accom- 
plish that objective. 

Conclusion 

The authors of this book set out to 
help the citizens and policy-makers of 
Oregon find new ways of reforming the 
state's school finance system. Hopefully 
the analyses and proposals contained in 
these eight chapters will accomplish that 
goal. For too long many children living 
O jor districts have been victimized 
^|^(]] o reason other than they live in 



pool school districts. We must continue 
our efforts to find a fair way of 
financing public schools, so that every 
child may have an equal educational 
opportunity. 
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AREPORTOF 
THE COMMITTEE ON 
EQUAL EDUCATIONAL 
OPPORTUNITY 




Introduction 

Clearly one of the most difficult 
challenges facing Oregon legislators in 
the 1975 legislative session is to reform 
the way public schools are financed. 

In a state dedicated to the demo« 
cratic principles of openness and 
equality of opportunity, it is ironic that 
educational services are distributed in 
greater quantity and quality to pupils 
who live in high-property^value com- 
munities, than to children in low- 
property'Value school districts, and to 
those in our oldest, deteriorating central 
cities. 

Most Oregonians take pride in the 
progressive legislation passed to protect 
the ocean beaches and our environment, 
and to plan for the orderly development 
of our cities and open spaces. However, 
neither the legislature nor the voters of 
Oregon have found a way to provide a 
"uniform and general" system of educa- 
tion as required by the state's constitu- 
tion. 

After years of pursuing a state goal 
of "equalization" in financing public 
schools, school districts rich in property 
wealth characteristically tax themselves 
at low rates, yet, they can provide 
expensive programs. Districts poor in 
property wealth usually tax themselves 
much harder, yet they raise less money 
per pupil. 

And m a state where public elemen- 
tary and secondary education is such a 
major governmental activity, it is per- 
plexing that so few people understand 
how schools are financed. 

ReCv^nt attempts to find an equitable 
way Oi financing Oregon's public 
schools have floundered. In part, this is 
because it has been difficult for people 
to agree on what equity means. Some 
have focused on the fairness of how 
money is rai-ied for schools. Others have 
looked at the way that money is distri- 
buted. Still others have concentrated on 
the educational achievement of stu- 
dents. 

Disagreement over the goals of equal 
opportunity is a legitimate concern of 
all citizens. Unfortunately, these philo- 
sophical differences have had less to do 
with the failure to find a fahi way of 
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financing schools than with the narrow 
concerns of various special interests. 

ForgoUen by those demanding 
special treatment have been the parents 
and children in property -poor school 
districts, who must bear dispropor- 
tionally high school tax burdens and be 
satisfied with inferior educational pro- 
grams. Forgotten also have been the 
children with learning handicaps who 
have not received the special programs 
needed to provide them equal educa- 
tional opportunities. The time has come 
for Oregon to set aside these local 
interests, and stress foremost an equal 
educational opportunity for every child 
in the state. We must develop a work- 
able and understandable system of 
financing public schools. It must 
eliminate the advantages of local wealth 
while taking into account the special 
educational needs of some children and 
the preference of some communities for 
superior educational programs. 

With these purposes in mind the 
special legislative Committee on Equal 
Educational Opportunity has worked 
for the past year. Appointed by the 
Senate President and the House Speaker 
in December 1973, the committee was 
directed to study the current method of 
financing schools in Oregon and recom- 
mend changes. The committee met 
monthly during the spring of 1974. It 
received testimony on several topics, 
including the impact and equity of the 
current school finance system, urban 
finance problems, financing compensa- 
tory education, special education, and 
career education. At the same time the 
committee staff developed a computer 
simulation which will permit legislators 
and educators to quickly analyze the 
effects of proposals on every one of 
Oregon's 339 school districts. 

During the fall, the committee con- 
sidered a variety of school finance 
plans designed to provide all Oregon 
children with an equal educational 
opportunity. After long and careful 
deliberation the committee has prepared 
a number of proposals for consideration 
by the 1975 legislature. The purpose of 
this report is to explain these recom- 
mendations and their impact on Oregon 
School districts.. 



The proposals presented heio requiie 
only a few changes from the cujient 
system. Yet, they equahze the abihty of 
school districts to finance their schools. 
At the same time districts are allowed to 
choose the amount of money they want 
to spend to educate their children, and 
the proposals provide additional funds 
for children with special learning needs. 

The recommendat-ons do not require 
a substantial increase in either state or 
local funds. They are designed to create 
a fair, understandable, and durable 
school finance program which will guar- 
antee an equal educational opportunity 
for every child in Oregon, 

To meet these objectiver \he Com- 
mittee on Equal Educational Oppor- 
tunity recommends thcit tiiu legislature. 

1. Adopt a new state school aid distnbu 
tion system called the Lc:al Guaranteed 
Yield Program. 

2. Establish three school finance dis 
tricts to provide equalization on a 
regional basis. 

3. Provide state grants to school districts 
for children with special learning prob- 
lems. 

Oregon's Current 
School Finance 
System 

In the United States, public primary 
and secondary education is the responsi- 
bility of the states. Most states, includ- 
ing Oregon, delegate much of the opera- 
tion and financing of schools to local 
school districts. The role of states m 
public education has been to set pro- 
gram requirements for schools and 
provide funds to insure that school 
districts offer adequate educational 
programs. 

The school finance system in Oregon 
has come under attack because the state 
has not endowed local school districts 
with an equal ability to raise revenues. 
Sinca most local school revenues are 
raised by property taxes, the property 
wealth of a school district determines its 
ability to finance educational programs. 
In 1973-74 McKenzie No. 68, a 
property-rich district,, raised from all 
'jt'^-es $1,973.46 per weighted pupil at 
.95 school tax rate, while Hermis- 
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ton No. 8, a property-poor district, raised 
only 81,167.14 at a S16.56 school tax 
rate. So, a district with high property 
value requires a lower tax rate than a 
property-poor district to raise the same 
amount of money. The effect is to deny 
children living in property-poor districts 
an equal educational opportunity. 

This would no( be an insoluble prob- 
lem if the state used its resources to 
reduce the wealth discrepancies between 
local school districts. However, under 
the current state school finance for- 
mula, these disparities are not elimin- 
ated, and in some cases they are 
increased. 

Basic School Support Fund 

In 1973-74 the state provided 24.4 
percent of the revenue sources of public 
elementary and secondary schools in 
Oregon. This percentage of state sup- 
port of schools IS among the lowest in 
the nation. Ninety-four percent of this 
state school aid was distributed to 
school districts through the Basic 
School Support Fund (BSSF), the 
remaining 6 percent was distributed 
through small, miscellaneous accounts. 

According to Oregon Statutes, the 
purpose of the BSSF is to "equalii^e 
educational opportunities and conserve 
and improve the standard of public 
elementary and secondary education." 
However,, the fund essentially distri- 
butes most of the money to all school 
districts on a per-pupil basis without 
regard to wealth. (This is known as a 
flat grant program.) Only modest pro- 
visions exist for equalization. 

In actual practice, the BSSF is distri- 
buted to school districts for per-pupil 
flat grants, transportation, equalization, 
and changes in enrollment. The amounts 
distributed for each purpose and the 
relationships among them are shown in 
the following table. 

The procedure for determining how 
much money a district receives from the 
state is extremely complicated. In 
simple terms, the state first establishes 
how much should be spent on each 
child's education. This basic program, or 
the foundation level, as it is called, is 
based on the relationship of current 
expenditures for <"!hools, to the basic 
program in 1955-56. 



The Basic School 
Support Fund 1973-74 





Millions 


Percent 


of Dollars 


of rota! 


A. Transportation 






Grants 


9.4 


6.6 


R Fni iJ^l i 7ntinn 






Arrni int 


26.8 


18.7 


timp<; A-Bl 






C. Flat Grants, 






Growth and 






Declining 






Enrollment 






Accounts 






Flat Grants 


105.2 


73.4 


Growth 


1.5 


1.0 


Decline 


0.5 


0.3 


Total 


143.4 


100% 



Next the legislature appropriates an 
amount of state money for primary and 
secondary schools. From this total 
amount the State Department of Educa- 
tion deducts the amount required to 
partially reimburse school districts for 
their transportation costs. Twenty per- 
cent is then set aside for equalization 
(the money that Is given to low- 
property-wealth districts to help them 
support their public schools). The 
remainder, about 75 percent of the 
total, is distributed to districts on an 
equal per-pupil basis (as flat grants). 

The small amount available for equal- 
ization 1.; used to bring every district up 
to the state foundation level, which was 
$682.23 per student in 1973-74. The 
following illustrates how the state equal- 
ization grant to each district is deter- 
mined: 

A district's equalization grant 
—equals— 

The basic piogram times the number of 
students 
—minus- 
Amount received in flat grants 
—minus- 
Required tax rate times value of dis- 
trict's property 
minus 

Other miscellaneous receipts. 

Though the purpose of the BSSF is 
to equalize educational opportunity, 
less than 20 percent of the BSSF is now 
available to equalize up to the founda- 
tion level of $682.23. The fact that this 



ERIC 



foundation level is less than is spent m 
the lowest spending district m the state 
($825), and considerably below the 
state average ($1058), unveils a funda- 
mental shortcoming of the foundation 
program. Because there is no equaliza 
tion above the foundation level, it does 
not provide that alt districts can have 
the same offering if they have the same 
tax effort. In fact,^ rich districts can 
generate more money to spend per pupil 
than poor districts at every tax rate 
above the minimum required level. 
Intermediate Education Districts 

In addition to the equalization 
account of the BSSF, some equalization 
of local school district revenues occurs 
through the Intermediate Education 
District levy. The state is divided into 
29 Intermediate Education Districts. 
These districts basically follow county 
lines, and exist In those counties lacking 
county-wide scht A districts. lED'smay 
ask their voters to approve an equaliza 
tion levy. If approved, the receipts are 
distributed to school districts within 
each I ED on a per student basis. 

Thus, an lED equalization levy taxes 
all the property in the I ED and distri* 
butes the revenues where the ch.Idren 
are. 

This levy provides a significant pro 
portion of the budget for only a few 
districts, which are generally small and 
poor. In this way it helps a few districts 
provide more adequate educational 
programs. I ED equalization fails to 
insure the state goal of equalization in 
at least three ways, however. First, only 
a small portion of the funds raised by 
lED's is redistributed from property- 
rich districts to property-poor districts. 
Second, even though wealth varies sub 
stantially between lED's, the system 
does not permit redistribution among 
lED's. 

Consequently, under the state for- 
mula for equalization, some districts 
that receive state equalization money 
are, at the same time, contributing 
districts under the lED equalization 
formula. The opposite also holds true. 
Third, the amount of equalization that 
can be accomplished within an I ED 
lends on t!.e size of the lED levy, 
ause of the differences in total tax 



bases and voter acceptance, the levy can 
be both important m somo lED's and 
trivial in others. 

In summary,, the burden for sup- 
porting public elementary and second- 
ary schools in Oregon falls most heavily 
on the local property owner. The state 
contnbutes less than thirty percent of 
the costs of public education, and dis- 
tnbutes most of that money on a 
per-pupil basis. The small amount 
remaining for state equalization, along 
with the lED equalization ^evy, does not 
eliminate the great variation in local 
school districts' abilities to support 
schools. The result is that under the 
current system, taxpayers ir property- 
rich districts can tax th( nselves at 
below-average tax rates and nave expen- 
sive educational programs, while tax- 
payers in property poor a.stncts must 
tax themselves at above-aver ige rates for 
inferior educational programs. 
Obviously, the state goal of equal educa 
tional opportunity is not met under the 
current system of financing schools in 
Oregon. 



A New Proposal 



In developing proposals for a new 
school finance system, the committee 
agreed that the plan should meet several 
goals. First, a new system should insure 
that every child in the state receives an 
adequate and equal educational oppor- 
tunity, and that the quality of educa- 
tion IS not determined by the wealth of 
local school districts but only the 
wealth of the state as a whole. 

Second, control over educatronal 
decisions should remain at the local 
level. Local control is important to most 
Oregonians. We believe that districts 
should be free to choose how much 
they want to spend on education and 
how to spend that money. Under the 
present system only the wealthy dis- 
tricts truly have local control, because 
only they car afford to choose among a 
variety of options. Poor districts have to 
tax themselves to the limit simply to 
meet minimum state standards. By 
eliminating the advantages of wealth, 
every district would have the same 
ability to choose its school program. 

Third, a new school financa S^^m 
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should provide funds based on educa- 
tional need as well as fiscal ability. 
Districts with concentrations of handi- 
capped or disadvantaged children who 
require more expensive programs should 
receive additional state school support. 

Finally, the committee believes a 
new school finance plan should be 
simple to understand. Because of the 
diversity of Oregon school districts, a 
fair and reasonable school finance plan 
will have some complications. But, the 
program recommended by the com- 
mittee IS built upon several concepts 
that can be understood by almost every- 
one. 

To accomplish these four goals, the 
Committee on Equal Educational 
Opportunity has developed a package of 
20 recommendations. The three main 
proposals contained in these recommen- 
dations should be viewed as a single plan 
for reforming Oregon's system of school 
finance. Elimination of any of these 
could make the program either inequit- 
able or unacceptable to some school 
districts. 

The three main proposals include: a 
local guaranteed yield plan; the estab- 
lishment of regional school finance 
equalization d'Sf'rts: and state grants to 
school districts for special education, 
compensatory education, occupational 
education, transportation, and necessary 
small schools. We believe the combina- 
tion of recommendations and proposals 
outlined in this report wilt provide an 
equitable and financially sound system 
of school finance in Oregon. 
A Local Guaranteed 
Yield Program 

The key element in this package of 
reform proposals is a new method for 
distributing state equalization aid to 
school districts. The local guaranteed 
yield program we are recommending 
would insure that districts exerting the 
same tax effort would have approxi- 
mately the same number of dollars to 
spend per child. Such a program would 
reduce expenditure inequities resulting 
from variations in the wealth of school 
districts. It would increase local control 
by permitting all districts to choose 
their own level of school expenditures 
and corresponding tax rate. 



From the point of vjt;w of the local 
school district, this nhool fuidnue 
program is very simpU . The local 
guaranteed yield plan guarantees for 
every tax rate a corresponding level of 
revenue. So. a school district selects 
how much »t wants to spend per student 
and the tax rate that goes with that level 
of spendable dollars. If the district does 
not have enough taxable property 
wealth to raise the guaranteed amount 
from Its school tax rate, the state makes 
up the difference. 

To institute this plan requires several 
decisions by state policy makers. A local 
guaranteed yield schedule must be 
established which insures that the chil 
dren of the state receive a "uniform and 
general" education, and at the same 
ttme does not require more state money 
than IS available for public elementary 
and secondary education. To insure that 
every child gets an adequate education, 
the state may want to require a mini 
oium tax effort in order for a district 
to be eligible to participate in the 
program. 

The state may want to set a maxi- 
mum tax rate beyond which there is no 
state guarantee to protect the state 
treasury and discourage districts from 
over-emphasiziny education to the 
neglect of other local services. Finally, 
the state may want to encourage low- 
spending districts to spend more per 
student, by increasing the level of guar- 
antee at lower tax levels. 

To illustrate how the local guaran- 
teed yield program would operate, the 
committee staff has designed a program 
for 1975-76 and simulated its results fo' 
Oregon's 339 school districts. The plan 
assumes that the state will provide 
about 30 percent of the costs of educa- 
tion in 1975-76, and that there should 
be a minimum expenditure level of 
$980 per student required for a district 
to participate in the program. It also 
provides that districts taxing below $16 
per $1000 true cash value (TCV) are 
guaranteed more per dollar of local 
school tax levied than those taxing 
above that rate. 

More specifically, to participate in 
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^•^'ogram, a unified district must levy 
- ol tax of at least $10 per $1000 



of local taxable property. At this $10 
rate the state guarantees receipts of 
$980 for each elementary student and 
$1274 for each high school student. If 
the district does not have enough tax- 
able property wealth to produce the 
guaianteed amount, the state makes up 
the difference. If the district can raise 
the guaranteed amount fiorr local 
sources, it receives no equalization aid. 
The same relationship between the state 
equalization aid and local wealth applies 
throughout the locai guaranteed yield 
schedule. 

The state guarantees additional re- 
ceipts as a local district laises its local 
school tax rate between $10 and $22. 
Between $10 and $16 tax rates, an 
additional $57.50 per student is 
guaranteed for each additional dollar of 
tax levied, between $16 and $22 an 
additional $36 is guaranteed. Districts 
can tax themselves above the $22 maxi- 
mum guarantee level, but there is no 
equalization above this point. These tax 
rates and corresponding guaranteed 
levels of revenue are illustrated in the 
following figure: 
District Receipts 
Per ADMW 
1600- 
1400- 
1200- 
1000- 
800- 

5 10 15 20 25 
School Tax Rate {per $1000 TCV) 

The purposes of the local guaranteed 
yield plan are to permit districts to 
choose the amount of money they want 
to raise and to insure that all districts 
have an equal ability to support their 
schools. 

Regional Equalization Districts 

The proposed local guaranteed yield 
program and the current program rely 
heavily on the local property tax to 
support schools. One problem is that 
rich districts often raise more than the 
amount which is guaranteed for a parti- 
cular tax rate. Another problem is that 
regional facilities with high property 
value,, such as nuclear power plants, 
dams and pipelines, are usually not 
located m areas with many children. 
ConseqQently they do not bear a fair 



share of the burden of school taxes in 
the larger region of which they are a 
part. To overcome this problem, the 
state could require that every school 
district participate in the local guaran 
teed yield program, and pay back to the 
state any revenues raised from local 
property taxes which exceed the guaran- 
teed amount. The money thus returned 
to the state could then be redistributed 
to poor districts. 

Our proposal is to levy a uniform tax 
on all taxable property in a region to 
produce a specified number of dollars 
per child. The receipts thus generated 
would be distributed to school districts 
in the same region on a per-pupil basis. 
The mechanics of this idea are not 
complicated. Each school district would 
be classified into one of three school 
finance equalization districts. District I 
would consist of all school districts east 
of the Cascades; District II would con- 
sist of all those west of the mountains, 
except those in District III which would 
include school districts in Columbia, 
Clackamas, Multnomah, and Washington 
counties. These regional districts were 
selected on the basis of their economic 
and tax structures, and because people 
living in those areas identify with them 
geographically. 

Once the three districts are estab* 
lished and their total property value 
computed, one can derive a tax rate for 
each region necessary to raise a specified 
number of dollars per pupil. This tax 
rate would be levied against all taxable 
property in the region, and the revenues 
distributed to the school districts on a 
per pupil basis. 

Under the local guaranteed yield 
program, a district's level of guarantee 
would be determined by adding to* 
gether the regional equalization tax and 
the local school tax. For example, a 
local district with a school tax rate of 
$10 and a regional equalization tax of 
$5 would be guaranteed expenditures 
for a local tax rate of $1 5. 

There are several reasons for having 
the regional school finance equalization 
districts. First, the regional districts 
would raise a substantial amount of 
equalization money, thus reducing pres- 
sures on the state for additional equali* 



zatmn aid, S**cond. tho state money 
could then be distr i hutted to j i.nyer 
number of school districts in the stale. 
Third, it would permit the state to 
eliminate the Intermediate Education 
District equalization levy, which is 
genoraMy misunderstood 
Categorical Grants 

A third essent oart of the com 
mittee's package of proposals is state 
categorical grants to districts having 
children with special educational needs. 
Specifically, grants are provided for 
special education, compensatory educa 
tion, transportation, occupational edu* 
cation and necessary small schools. 

a. Special education. There are approxi- 
mately 50,000 school age children in 
Oregon with physical and mental dis 
orders requiring special educational 
jervices. Only 64 percent of these chil- 
dren are presently receiving services. 
Currently the state provides only about 
one third of the costs for those children 
being served. The 1973 legislature 
enacted a law requiring districts to 
provide educational se''vices to all handi 
capped children in their districts. How- 
ever, the legislature did not provide 
enough funds to enable districts to meet 
this mandate. 

The committee recommends that the 
legislature direct the Stale Department 
of Education to conduct a study on the 
costs of providing educational programs 
for handicapped children. The legisla- 
ture should provide funds for the study 
and it should enact a new law for 
funding special education that relates 
state reimbursement to the particular 
educational needs of each handicapped 
child. 

b. Compensatory education. Just as 
physically and emotionally handicapped 
children need special education services, 
we believe children from socially and 
economically disadvantaged families 
need special programs to prepare them 
for participation in the reguKv school 
program. Since the educational level of 
their parents is often very low, these 
children frequently need more language 
and mathematics instruction than stu- 
dents from middle-income backgrounds. 

Some children also need assistance in 
O ; learning skills so they can partici 



pate effectively in the classroom situa 
tion. This can frequently be provided by 
teacher aides who are also parents of 
children in school. Additionally, chil 
dren from poor families may need 
special health services as well as break- 
fast and lunch programs. In short, these 
diis-^dvantaged children need more 
mone/ spent on them to provide them 
an equal educational opportunity. For 
these reasons, the committee believes 
special categorical grants should be pro< 
vided to districts with concentrations of 
economically and socially disadvantaged 
children. 

There are several criteria that can be 
used to identify students from disadvan^ 
taged families: test scores, income, and 
children from families receiving welfare 
payments. Test scores ar** not available 
in Oregon, and figures on low income 
families are out of date. Current welfare 
figures show that there are about 
40,000 school age children in Oregon 
from families receiving welfare pay- 
ments. The committee recommends that 
the state provide funds for compensa- 
tory education grants scaled to the 
concentration of children from families 
receiving welfare. 

c. Transportation. Since transportation 
costs are not related to educational 
programs and place an unfair burden on 
some districts, the committee recom- 
mends that the state pick up 75 percent 
of the previous year's approved costs. 
Currently the state reimburses school 
districts for between 50 percent and 55 
percent of their transportation expendi- 
tures. 

d. Occupational education. Oregon has 
made great strides in bringing occupa- 
tional and career education concepts 
into its educational program. But most 
of the current programs are supported 
with either federal or local funds. The 
committee supports the emphasis placed 
on occupational education, but would 
encourage additional state support of 
these programs at the local level. 

Currently, the Stale Department of 
Education collects information on 
occupational education programs 
funded by the federal government. 
Theie is very little information on the 
occupational programs ^rovi^lfd by 
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local school drstricts. or by other educa- 
tional institutions which make their 
programs available to public school 
students. Therefore, the committee 
recommends that before any large state 
funrjing program for occupational edu* 
cation IS begun, information on current 
programs be collected. While this is 
being accomplished, the state should 
provide seed money for new occupa- 
tronal education programs at the local 
level. 

6. Necessary small schools. Grants 
should continue to be provided for 
necessary small schools. 

impact 

The three proposals we have pre* 
sented make up a single plan for reform- 
ing Oregon's school finance system. 
Therefore, it is important to see how all 
of the proposals, when considered 
together, affect the distribution of 
funds to local school districts. There are 
many possibilities for changing specific 
parts of the new school finance plan. 
Whenever a change is contemplated, 
though. It must be considered along 
with the other component* in order to 
get an accurate measurement of its 
impact. 

To help the reader understand how 
this new package of school finance 
proposals would affect school districts, 
information is provided here for five of 
them. Portland, Reedsport, Beaverton, 
Eugene, and Hermiston. For the reader 
wanting more information, additional 
data for a larger number of districts are 
presented in Tables A-D in the 
Appendix. Results for every school 
district are available upon request from 
the committee staff. 
Effects in 197374 

The effects of the new finance pro- 
posals are shown for 1973-74 as rf the 
new program had been used that year to 
distribute state school aid. By com- 
paring the results under the new plan 
with the present distribution system, 
the reader can see the kinds of changes 
the new program would produce. 

As mentioned before, the package 
consists of three major parts-the local 
guaranteed yield program, regional 
equalization districts, and categorical 



1. RESULTS OF THE NEW PROGRAM IN 197374 





Number of 


Property 


Total State 


Local Tax 




Students 


Value per 


Receipts 


Rate Needed 




(Wetghted) 


Student 


Per Student 


To Maintain 










Expenditures 


Pnr tlniul 


70,291 


367,790 




813.65 


Reedspol t 


1,692 


67,098 


247.70 


13.82 


Bcaverlon 


21,897 


47,376 


374,53 


15.84 


Eugene 


22,260 


44,446 


443.74 


15.32 


Herinision 


2,791 


26,480 


508.81 


15.08 


2. CHANGES UNDER THE NEW PROGRAM m 1973-74 




Change 


Change 








Instate 


In School 








Receipts 


Tax Rate* 






Portland 


867.24 


so.o 






Reedsporl 


13.88 


+1.33 






Beaverlon 


135.93 


-3.10 






Eugene 


203.56 


-3.87 






Hermision 


72.06 


-1.48 






*Tliis iS the chatige 


in local tax rate required to maintain actual 1973 74 spendable 


receipts. 










3. RESULTS OF THE NEW PROGRAM IN 1975 76 








Number of 


Property 


Total State 


Local Tax 




Students 


Value per 


Receipts 


Rate Needed 




(Weighted) 


Student 


Per Student 


to N ?intain 










Expenditures 


Portland 


68,470 


885,670 


8355.08 


813.74 


ReecJsport 


1,688 


77,624 


312.64 


14.17 


Beaverton 


22,037 


60,450 


416.11 


16.06 


Eugene 


21.164 


56,505 


515.47 


15.52 


Hermiston 


2,571 


35,652 


610.72 


14.82 



*Bdsed on predictions of TCV and enrollment in 1975 76 and the assumption that 
school costs per student will increase 10% a year from 1973-74. 



giants for special education, compensa- 
tory education iind tumspoitation 
progrtims. Ttie simulated 1973-74 
results are l)ased upon a local guaran- 
teed yield program in which a district 
would have been guaranteed a minimum 
of 8780 at a 810 local school tax rate, 
81080 at a 816 local tax rate, and a 
maximum of 81290 at a 822 local tax 
effort. 

\i\ ddditiun, there would have been a 
uniform legionai tax levied to produce 
8300 per student in each region. Dis- 
tricts would have received categorical 
grants of 8200, 8400, or 8600 for 
compe.f>atory education students, 
depending on the number of such stu- 
dents tn each district. Special education 
quints would have been the same as 
under the present system, while state 
reimbursement for transportation costs 
would have increased to 75 percent of 
thf pievious year's approved costs. 
Grants for necessary small schools 
would remain the same as at present. 
Such a program would have cost the 
state 8203.4 million in 1973-74 (851.7 
million more than was actually spent). 
This would have increased state support 
to approximately 32 percent of total 
nonfederal receipts. 

As you can see from Table 1, the 
new plan distributes more state money 
to low property wealth districts than to 
high property wealth districts. 

In comparing the distribution of 
state money under the local guaranteed 
yield program with that provided in 
1973 74 under the current Basic School 
Support Fund in Table 2, considerably 
more state money would have l)een sent 
to relatively poor districts under the 
new proposals than under the old 
system. 

Effects in 1975-76 

The effects of the new finance pro 
posals for 1975 76, the fust year of the 
next bienntum, are shown in Table 3. 
By usmg projections of both property 
values in school districts and enrollment 
in those districts, and Ijy making the 
assumption that educational costs will 
increase on a per capita basis at an 
average late of ten percent a year 
between 1973 74 and 1975-76, it is 
^ J to .lluslrate what would happen 
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to a district's taxes and state receipts 
under the new program. 

In the 1975-76 simulation a school 
district would be guaranteed a minimum 
of 8980 per student at a SlO local 
school tax rate. It would be guaranteed 
an additional 357.50 per student for 
each additional dollar up to a local tax 
of 816 and an addiUonal 836 per 
student for each additional tax dollar 
between 816 and 822. As before, there 
v^ould be no equalization above 822. 

The regional equalization district 
grant would be increased by 10 percent 
a year, to ^3363 P^r child. Grants ^or 



special education, compensatory educa 
tion, and transportation reimbursement 
would likewise be increased to keep up 
with the increasing costs of education. 

In <iummary, the new program 
accomplishes the goals of the commit 
tee. State money is distributed in such a 
wcy as to substantially reduce the 
effects of local wealth on a child's 
education. State support is increased to 
meet the needs of children requiring 
extra education services. And finally, 
the new program is designed around a 
verv simple idea, that districts which 
exert the same tax effort for schools 



should be able to spend approximately 
the same amount of money por student. 

Committee Recommendations 

1. The legislature should provide state 
school aid to local school districts 
through a local guaranteed yield 
program. 

A district would be guaranteed a 
level of revenue corresponding to its 
locally selected tax rate. State school 
support to a district would be the 
difference between the guaranteed 
amount and the amount the district 
receives from its local property taxes 
plus some federal receipts. A guaranteed 
yield schedule which would achieve 32 
percent support in 1975-76, for 
instance, might guarantee each district 
$980 per student at a $10 local school 
tax rate, $57.50 for each additional 
dollar of tax up to $16, and $36 for 
each additional dollar of tax up to a 
maximum of $22. Districts would be 
free to tax themselves above the $22 
rate but no equalization would be pro- 
vided. 

2. The legislature should make a com- 
mitment to support at least 30 percent 
of the operating costs of elementary and 
secondary education in the state. 

To do this, the committee recom- 
mends that the legislation establishing a 
local guaranteed yield program be 
written in such a manner that it would 
take positive legislative action to reduce 
the proportion of state support below 
the 30 percent level. 

3. The legislature should provide that 
the local guaranteed yield schedule be 
adjusted annually to maintain at least 
30 percent state support. 

4. The legislature should limit the 
amount of unrestricted state money a 
district receives per student in any one 
year. 

This expenditure limitation is in- 
cluded to produce an orderly increase in 
the amount of money spent by districts 
which receive large increases under a 
new state school finance program. 

5. The legislature should enable districts 
to receive equalization aid adjusted for 
enrollment fluctuations, such that they 
would receive credit for 100 percent of 
Q Iment increases, or gradual reduc- 
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tions in state funds due to enrollment 
decline. 

When a district suffers a decline in 
student enrollment, many of the costs 
of providing educational services are 
difficult to reduce immediately. Build- 
ings have to be heated and maintained. 
Teachers cannot be released without 
notice. 

6. The legislature should establish thtf e 
school finance equalization districts to 
assist the state in equalizing the ability 
of districts to support their educational 
programs. 

The proposed districts would be as 
follows: 

I. Eastern District 
All school districts east of the 
Cascades. 
II. Western District 

All districts west of the Cascades 
exept those in District III. 
III. Metropolitan District 

All districts in Clackamas, Colum- 
bia, Multnomah, and Washington 
Counties. 

A uniform tax would be levied 
throughout each region. The receipts 
generated from this tax would be distri- 
buted to school districts in that region 
on a per-student basis. 

7. The legislature should establish an 
amount to be raised by a uniform tax in 
each regional school finance district. 

The district-wide tax rate would be 
added to the local school tax rate in 
determining a district's guarantee under 
the local guaranteed yield program. A 
flat grant (of say S363) would be an 
offset in the state equalization formula, 
that is subtracted from the amount a 
district would receive from the state. 

8. The amount raised by the regional 
equalization districts should be in- 
creased annually at a rate* squal to the 
average increase in school expenditures 
in the state. 

9. The legislature should require the 
development of a comprehensive plan to 
finance special education. 

The plan should include cost analyses 
of different ways of providing educa- 
tional services for the handicapped. 

10. The legislature should provide ade- 
quate funds to pay for the excess costs 
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of special education services for all 
handicapped childien in the state. 

Excess; costs for reimbursing local 
school districts should be based on the 
cost estimates produced m the compre- 
hensive plan. It IS estimated that $5.9 
million would be required m new 
federal,, state and local dollars to meet 
the needs of all handicapped children in 
the state. If the state were to assume all 
of these costs, plus the present local 
share, the cost to the state would be 
approximately $16.1 million. 

11. The legislature should provide funds 
for compensatory education grants 
scaled to the concentration of eligible 
disadvantaged students in each district. 

The total number of disadvantaged 
students served in each school district 
with these funds should be based on the 
number of school age children from 
families receiving welfare payments. 

12. The legislature should increase trans- 
portation reimbursement to 75 percent 
of the previous year's approved costs. 

13. The legislature should amend the 
current transportation formula to 
eliminate any dollar limitation on the 
depreciation of buses. 

14. The legislature should direct the 
State Department of Education to 
collect information on occupational 
education programs currently being 
offered in public schools, lED's, com- 
munity colleges and proprietary schools 
and develop a comprehensivd plan for 
occupational education in Oregon. 

15. The legislature should provide state 
categorical money as seed money for 
new occupational education programs at 
the local level. 

16. The legislature should continue to 
provide grants for necessary small 
schools. 

Due to the sparsity of population in 
some areas of the state, it is impossible 
to assemble enough pupils in a single 
building to have normal-size classes. In 
these situations the per-pupil costs of 
providing adequate education services 
tend to be higher than normal. When 
small schools are necessary,, the com- 
mittee believes the state should assist 
the district in meeting the extra costs of 
keeping them open. 

17. The legislature should request the 



Department of Education to develop a district grant. Compensatory education 
comprehensive plan on school facilities. grants of $200 are provided for students 
Under the current school finance from low mcome familie<: which consti- 
system in Oregon, local school districts tute 5 percent or less o» (he district's 
are responsible for the construction and enrollment. Grants of S400 are provided 
maintenance of their school facilities. for those constituting from 5 percent to 
This means that wealthy districts are 10 percent; and $600 for those over 10 
able to afford better facilities than poor percent. Transporation costs are 
districts. The committee believes the reimbursed on the basis of 75 percent of 
quality of educational facilities affects the previous year's approved costs. And 
the learning opportunities of children districts would receive the same special 
just as the level of educational expendi- education grants as under the present 
ture does. A district's ability to finance formula, 
^ts school buildings should, therefore, be 
equalized along with its ability to raise 
operating expenditures. The plan should 
take into account the projected growth 
or decline of student enrollments and 
the adequacy or obsolescence of exist- 
ing facilities. 

18. The legislature should enact legisla- 
tion permitting local school districts to 
utilize the state's excellent credit rating 
for local school bond issues. 

19. The legislature should consider a 
lease-purchase plan for school construc- 
tion and remodeling. 

Buildings would be constructed or 
remodeled for local districts and then 
leased back to those districts. At the 
end of a specified period, ownership of 
the building would revert to the school 
district. 

20. The State Department of Education 
should establish a school finance policy 
unit to utilize the Oregon School Fi- 
nance Simulation and advise the Super- 
intendent of Public Instruction on 
matters related to school finance. 



This table shows what the effects of 
the local guaranteed yield program 
recommended by the Committee on 
Equal Educational Opportunity would 
have been in 1973-74. In this program 
each district is guaranteed a minimum 
of $780 per pupil at a $10 school tax 
I ale. The guarantee increases by $50 for 
each additional dollar of tax up to Si 6, 
and $36 for each additional dollar of 
tax between 816 and 822. Districts are 
free to tax themselves above $22 but 
there is no equalization provided 
beyond that point. The program also 
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TABLE A. LOCAL GUARANTEED YIELD PROGRAM lA'ITH 
REGIONAL EQUALIZATION/BASIC DATA, 1973 



74 



Sample Districts 
Plush No. 18-U 
Olex No. 11~U 
McKenzie No. 68-U 
Sherman UH No. 1-UH 
Central Linn No. 552-U 
Harper No. 66-U 
Portland No. IJ-U 
Reedsport No. 105-U 
Bend No. 1-U 
Parkrose No. 3-U 
Klamath Falls No. 1-E 
Beaverton No. 48J-U 
Corvallis No. 509J-U 
Eugene No. 4J-U 
Lake Oswego No. 7J-LI 
Salem No. 24J-U 
Hood River No. 1 -U 
Burns UH No. 2-UH 
Medford No. 549-U 
Oregon City No. 62-U 
Pendleton No. 16R-U 
Coos Bay No. 9-U 
Springfield No. 19-U 
Astoria No. 1-U 
Ashland No. 5-U 
Falls City No. 57-U 
Baker No. 5J-U 
North Bend No. 13-U 
Redmond No. 2J-U 
Gresham No. 4-E 
Ninety-One No. 91 -E 
Creswell No. 40-U 
Hermiston No. 8-U 
Scio No. 95C-U 
Reedville No. 29-E 
South Umpqua No. 19-U 
Oak Grove No. 4-E 
Cascade JH No. 5-UH 
Total or mean 



Present Year 


Weighted ADM 


Tot Oopr Tav 




1 oiai oiaie 


lot Receipts 


Adj TCV 


Simulated 


Rate Sim 




ncpi oim 


oimuiatea 


Per ADMW 








• er MmUvv 


per MUMvy 


482994.41 


8.05 




4 R4 


cb.Ub 


2o25.o4 


183985.90 


39.22 


14.36 


9 79 


OKO QQ 


1 OOQ C/l 


171386.42 


481.05 


14.98 




1 T> Ad 


1 Q70 /I C 


108781.04 


231.40 


7 fi7 


9 44 


1 on Qi 


1 o33.d3 


92260.55 


1 085 50 


1 \Jm%J / 


9 4fl 


Q1 OO 


i ^ i 0 no 

l4lo.0o 


69795.57 


110.50 


17 ?fi 




1 "70 CtA 

1 /o.b4 


1 2/4.17 


67790.33 


70290 56 


1 o.uo 


n n 

XJ.XJ 


ooo no 


1 31 8.53 


67098.49 


1691 90 


1 o.O^ 




o^ T 

247.70 


1244.10 


51026.99 


6052 00 


lO. IV/ 


—1 Q9 


oco nA 


1 onn o~T 

1 200.27 


50635.40 


5745.77 


n 71 


— 1 91 


0/1.62 


1 1 60.80 


47821.37 


2125.00 


R fl7 


— 1 79 


0"70 0"7 


1 ocn f\A 

1 250.04 


47375.79 


21896 59 


1 R 


— T 10 


0~7A CO 


1 273,49 


451 76.89 


8098.09 


1 0.*tO 


—9 14 


4ob.oy 


1 C0 1 on 
1 00 1 . 29 


44446.17 


22260.29 




— T fl7 


A AO "70 


1 o~7r\ oc 

1 270,36 


43765.06 


7066.59 


n 7fl 


— T 49 


0"7"7 OC 


1 oco cn 
1 Jbo.bU 


43066.86 


24494.19 




—4 04 


/1 00 nn 


1 000 A ~l 

1 2.6 2. At 


42828.28 


3465.07 


14 70 


— T 47 


0"70 "71 

o/y./i 


1416.46 


42114.67 


653.90 


7.47 


0 R7 


0"7/l 1 C 
0/4.10 


1 ocn "70 

1 Joy. 7 J 


41992.99 


10882.59 


19 


—9 Q1 


OQO Cil 


1 m ^ no 
101 /.9o 


41538.87 


6538 50 


1 1 


—9 ft'^ 


one CO 
jyb.bJ 


lU^D.OO 


41392.41 


4006.92 


14,22 


—4 9T 


OQO 1 n 

Joy. lU 


1 1 no A Q 
1 1 UJ.4o 


40373.96 


6584.40 


14 7fi 


—4 4R 


ii QQ 1 "7 


1 om no 
1 2U7.U J 


39700.19 


10889.84 


14 79 


— T 74 


/I ei n"7 

HOI .y/ 


1 000 00 
1 2J2.JJ 


39190.44 


2220,00 


14 nQ 


1 1*^ 


/I oc rxct 


1 >i 00 vl 0 

143o.4o 


38423.11 


3235.00 


13.14 


— T 9Q 


A OQ 1 Q 


1 1 OQ 1 A 

1 J Jo.14 


38109.75 


218.00 


1 1 97 


—9 flR 


co"7 on 

00 /.yu 


1 oon oc 
1 JoU.ob 


371 52.90 


3086.30 


in Q4 


0 17 

V/. 1 / 


OCtQ OQ 

oby.oo 


1 t nyi 0 c 

1 104.35 


36728.62 


3751 .30 


14 T1 


— T Q1 




1 00c "7C 

1 22b,/b 


36175.75 


3380 60 


1 o.^o 


— T QQ 


/I CO 00 


1 0>IC CO 

1 24b.bJ 


35476.60 


3400.00 


q 4P 


—1 79 


c Ai on 
oOl .oU 


1 000 0 1 
1 2o3.21 


32226.50 


400.00 


R 4T 


—0 TR 


A O^ O^ 

427, 2/ 


1 nno /I c 

1093,46 


30679.12 


1092,40 


19 Q1 


— 1 81 


/I QC OQ 


1 1 "7n 01 
1 1 /U.ol 


26479.96 


2790 80 


1 R OP 


— 1 4fl 


oOo.ol 


1 1 CT 1 /I 

1 167,14 


25369.02 


923,10 


10.71 


0,92 


4R7 4R 


1 nnR 1 9 
1 UU0,1 2 


24810.24 


875,00 


5.20 


-2,58 


445,24 


1029.89 


24564.82 


2554.00 


10.74 


2,16 


427.83 


1149,08 


23904.33 


200.00 


6.88 


-2,27 


474,51 


1082,86 


23627.67 


1330,00 


8.02 


-1.27 


580,28 


1255.75 


47621.84 


516233,45 






393.84 


1247.44 



Present Year Adj TCV Per ADMW is the 
amount of assessed property value for 
each weighted student In the district. 
Weighted ADM Simulated is the number 
of weighted pupils. Primary students 
count as 1 and high school students 
count as 1.3. 

Tot Oper Tax Rate Sim is the tax rate 
required under this program to maintain 
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the same level of spendable receipts as 
under the current state school finance 
formula. 

Oper Tax Rate Diff is the difference in 
school tax rate than under the current 
system. 

Total State Rcpt Sim Per ADMW is the 
amount of state money a distrct re- 
ceives per weighted student. 
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Tot Receipts Simulated Per ADMW is 
the total amount of spendable dollars 
from all sources that a district has to 
bpend per weighted student. 



TABLE B. LOCAL GUARANTEED YIELD PROGRAM WITH 
REGIONAL EQUA LIZATION/RECEIPTS, 19737^ 

State LGY Instr Categ 





Equaliz Sim 


Rcpt Sim 


Sample Districts 


Per ADMW 


Per ADMW 


Plush No. 1 8-U 


0.0 


0.0 


Olex No. 1 1 ~U 


0.0 


0.0 


McKenzie No. 68-U 


0.0 


63.54 


Sherman UH No. 1-UH 


0.0 


9.36 


Centra! Linn No. 552-U 


0.0 


24.22 


Harper No. 66-U 


99.80 


0.0 


Portland No. IJ-U 


190.56 


121.42 


Reedsport No. 105-U 


205.44 


10.10 


Bend No. 1-U 


316.62 


12.10 


Parkrose No. 3-U 


332.53 


16.35 


Klamath Falls No. 1-E 


268.U 


83.58 


Beaverton No. 48J-U 


336.18 


10.24 


Corvallis No. 509J-U 


380.66 


39.09 


Eugene No. 4J-U 


389.34 


39.52 


Lake Oswego No. 7J-U 


337.91 


13.87 


Salem No. 24J-U 


363.35 


34.33 


Hood River No. 1 -U 


309.17 


18.41 


Burns UH No. 2-UH 


331.44 


4.62 


Medford No. 549-U 


351.16 


18.93 


Oregon City No. 62-U 


350.70 


15.72 


Pendleton No. 16R-U 


336.56 


13.08 


Coos Bay No. 9-U 


407.40 


43.04 


Springfield No. 19-U 


402.61 


32.50 


Astoria No. 1-U 


383.53 


21.20 


Ashland No. 5-U 


375.01 


35.60 


Falls City No. 57-U 


401.14 


101.31 


Baker No. 5J-U 


316.68 


25.27 


North Bend No. 13-U 


443.43 


26.15 


Redmond No. 2J-U 


412.37 


12.99 


Greshdm No. 4-E 


454.46 


12.78 


Ninety -One No. 91 -E 


374.36 


2.27 


Creswell No. 40-U 


403.83 


56.70 


Hermlston No. 8-U 


463.83 


12.12 


Scio No. 95C-U 


375.20 


31.40 


Reedville No. 29-E 


410.40 


6.21 


South Umpqua No. 19-U 


367.00 


27.10 


Oak Grove No. 4-E 


443.67 


1.09 


Cascade UH No. 5-UH 


509.66 


24.82 


Total or Mean 


320.99 


39.45 
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—1548 77 


250.85 


326.56 


19f^Q 10 


\j out . 


105.50 


359.37 


10C0 r\A 


— dfiRRQ 4R 
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322.18 
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4796687 00 
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^ot ou.ou 
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dR9 dO 
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dR9 QR 


ROO^RT OR 
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AAf\ QR 




Od fid 


'?0R 99 
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9Q7fi'?Rd 00 




'^Id R^ 




1 '50QQ97 00 


1119 
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AAA AC 


dRTI 17R 00 


99 n? 


'^IR 70 


RRR dQ 


77RT19 dd 
/ / 00 1 ^.tt 


90 49 


'?9R 7R 


d90 '5R 


^7R1 dR7 00 
0/01 to / .00 


48.42 


375.65 


R1Q RR 


dRR70'? OR 


'^R RO 


'?R9 Qd 


RIR 1R 


Q'?RR7 dd 

«7000 / .tt 


1R fl4 


'?9d RR 


OQn '57 


IT^'^ORI 00 
1 00000 1 .00 


97 OQ 


^l*? 00 


'50'? 1Q 


dQ'?7dR 7R 

tl/O/tU. / 0 


35.71 


318.25 


'?RQ 1R 


ddRdIO 7R 
ttvjt 1 \j, 1 %j 


'^R 01 


323.24 




19^070R 00 
1 ^00 /oo.oo 


23.15 


359.04 


070 no 


90RQRR0 00 

^00<7 000.00 


9fi '^0 


31 2.84 


Rd9 70 


9R97dQ 00 


13.98 


323.94 


^7T RR 


'^4796'? 00 

Ot / ^\JO.V^V^ 


^^ RR 
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RO*? OR 


^0«700. 1 1 


23.83 




^RQ Rd 


90R777 7R 
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OCQ 07 


dRRdRR 7R 
tootoo. / 0 


'^0 R*? 
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d9d RQ 


d07'?0'? RR 
tu / ouo. 00 


'^0 fl4 
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dRd 97 
tut. ^ / 


dRIdQR 9R 

to It^O.^O 


47. 14 
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'51 7 dd 
0 1 / . tt 


-.9R90 QO 


'?1 07 




9RR QR 


RR'^dR RR 
ooot 0. 00 


29.74 


315.01 


97T RT 


900QR1 '^R 


47.68 


335 33 


IRd 00 


'^'^71 7 RR 

00 / 1 / . OVJ 


25.42 


314.06 


253.29 


-937.28 


30.12 


414.48 


209.18 


-43397.51 


27.00 


311.04 


208.81 


25832.98 


42.43 


314.06 


306.52 


156082.75 


29.61 


331.41 


483.28 


51675267.49 



This table p ovides additional in- 
formation on district receipts for the 
same program in Table A. 
State LGY Equaliz Sim Per ADMW is 
the amount of equalization money a 
district receives per pupil under the 
local guaranteed yield program. 
Instr Categ Rcpt Sim Per ADMW is the 
nmniint of categoricol money a district 
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receives from the state per pupil for 
special education and compensatory 
education programs. 

Transport Rcpt Sim Per ADMW is the 
amount of state reimbursement for 
transportation costs of the previous 
year. 

Tot Intermed Receipts Sim Per ADMW 
is the sum of the regional equalization 
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grants and I ED and County School 
Fund receipts. 

Total Local Receipts Sim Per ADMW is 

the amount raised locally per pupil from 

local school tax rate. 

Total State Rcpt Diff is the change in 

total state receipts a district would 

receive in comparison to the present 

formula. 



TABLE C. LOCAL GUARANTEED YIELD PROGRAM WITH 
REGIONAL EQUALIZATION /BASIC DATA; 197" 

Present Year V^'eighted ADM 





Adj TCV 


Simulated 


Sample Districts 


Per ADMW 




Plush No. 18--U 


998797.73 


4.30 


Olex No. 11 -U 


218503.47 


31.60 


McKenzie No. 68-U 


173457.20 


51 /.20 


Sherman UH No. 1-UH 


129501.75 


216.12 


Central Linn No. 552 -U 


126593.33 


1093.60 


Harper No. 66-U 


99061.38 


84.12 


Portland No. 1 J-U 


85670.61 


68469.88 


Reedsport No. 105-U 


77624.43 


1688.07 


Parkrose No. 3-U 


64683.88 


5350.72 


Bend No. 1-U 


64683.24 


6224.60 


Beaverton No. 48J-U 


60450.00 


22036.69 


Corvallls No. 509J-U 


58490.84 


7732.67 


Klamath Falls No. 1 -E 


56828.06 


2113.75 


Eugene No. 4J— U 


56504.62 


21164.12 


Lake Oswego No. 7J- 


55681.56 


7113.30 


Salem No. 24J-U 


55664.24 


23500.34 


Oregon City No. 62--U 


53195.51 


6443.60 


Hood River No. 1~UH 


51379.79 


3482.70 


Falls City No. 57 -U 


50957.97 


186.20 


Springfield No. 19~U 


50460.07 


10800.60 


Pendleton No. 16R--U 


49539.15 


3781.37 


Burns UH No. 2-UH 


49373.90 


653.90 


Medford No. 549~U 


49347.61 


11063.89 


Ashland No. 5-U 


49009.01 


3215.30 


Coos Bay No. 9~U 


46530.49 


6676.89 


North Bend No. 13-U 


44240.08 


3631.90 


Baker No, 5J~U 


42739.09 


3090.60 


Astoria No. 1-U 


42648.31 


2449.17 


Ninety-One No. 91 -E 


40954.11 


391.00 


Cresvvell No. 40 ~U 


38487.66 


1080.12 


Redmond No. 2J-U 


37274.75 


4030.80 


Gresham No. 4— E 


36544.82 


4222.00 


Hermiston No. 8-U 


35651.69 


2571.42 


Oak Grove No. 4~£ 


33531.54 


190.00 


Scio No. 95C-U 


32163,92 


934.40 


Reedville No. 29-E 


31965.48 


902.00 


South Umpqifa No. 19~U 


29030.77 


2632.20 


Cascade UH No. 5~UH 


27407.76 


1425.80 


Total or Mean 


58855.22 


512947.67 
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Tot Oper Tax 


Oper Tax 


Total State 


Tot Receipts 


Rate Sim 


Rate Diff 


Rcpt Sim 


Simulated 






Per A 'JMW 


Per ADMW 


9.07 


4.05 


112.16 


3658.11 


14.36 


2.72 


289.13 


2093.77 


16.23 


1.28 


202.93 


2305.27 


7.79 


2.56 


144.00 


2188.63 


15.87 


1.78 


109.82 


1704.26 


16.90 


•-0.01 


86.36 


1496.50 


13.74 


0.09 


355.08 


1552.69 


14.17 


1.68 


312.64 


1469.48 


14.19 


-0.73 


379.22 


1379.05 


13.53 


-1.49 


426.38 


1426.19 


16.06 


-2.88 


416.11 


1515.42 


19.58 


-1.04 


481.48 


1823.21 


6.60 


-1.99 


492.51 


1429.58 


15.52 


-3.67 


515.47 


1499.71 


14.16 


-3.04 


441.44 


1611.81 


12.93 


-3.99 


512.55 


1459.22 


11.53 


-2.65 


454.30 


1224.89 


14.92 


-3.25 


494.75 


1664.77 


10.98 


-3.15 


609.09 


1580.06 


14.89 


-3.57 


563.22 


1468.37 


13.85 


-4.60 


498.88 


1304.71 


7.64 


0.74 


495.12 


1634.54 


12.21 


-3.05 


501.90 


1216.97 


12.91 


-3.52 


531.43 


1351.65 


14.75 


-4.47 


609.15 


1429.67 


15.15 


-3.07 


609.19 


1488.96 


10.94 


0.17 


499.62 


1315.74 


14.17 


1.21 


572.91 


1636.26 


6.43 


-0.35 


504.61 


1278.59 


12.90 


-1.82 


602.00 


1380.49 


14.12 


-3.80 


609.49 


1450.36 


9.72 


-1.48 


648.27 


1504.13 


14.82 


-1.74 


610.72 


1383.50 


6.94 


-2.21 


575.08 


1300.53 


10.71 


0.92 


585.24 


1215.49 


5.14 


-2.64 


537.58 


1216.60 


10.74 


2.16 


552.17 


1345.40 


7.96 


-1.33 


727.32 


1481.55 






468.91 


1477.42 



This table sho»* Ihu results of the 
s<ime program closer ^ed in Table A but 
in 1975 76. The local guaranteed yi^jlcl 
schedule has been mcreasud m propoi 
tion to the expected increase in educj 
tional costs Districts are now guaran 
teed 8980 per pupil at a 810 school tax 
rate. The guarantee increases by 857.50 
for nach additional dollar of tax up to 
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816, and by 836 for each additional 
duHvH of tax between 816 and 822. 
Dutiicts are again free to tax above the 
822 level. The regional pqualization 
district grants have been increased to 
8363. vind the compensatory education 
grtints to 8242, 8484 and 8726 for 
concentrations of disadvantaged stu- 
dents constituting 5 perccQj^ ^,^cent 
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to 10 percent, and abo e 10 percent 
respectively. Transportation reimburse- 
ment <ind special education grants are 
likewise increased in proportion to the 
expected growth in educational costs. 

The table entries are the same as 
those explained in Table A. 



TABLE D. LOCAL GUARANTEED YIELD PROGRAM WITH 
REGIONAL EQUALIZATION/RECEIPTS, 197576 





State LGY 


Instr Categ 


Transport 


Tot Intermed 


Total Local 


Total State 




Equaliz Sim 


Rcpt Sim 


Rcpt Sim 


Receipts Sim 


Receipts Sim 


Rcpt Diff 


Sample Districts 


Per ADMW 


Per ADMW 


Per ADMW 


Per ADMW 


Per ADMW 




Plush No. 18-U 


0.0 


0.0 


108.84 


510.37 


3035.58 


-1766.48 


Olex No. 11-U 


0.0 


0.0 


286.19 


387.93 


1416.70 


-7189.68 


McKenzie No. 68-U 


0.0 


74.54 


124.10 


420.56 


1595.90 


-25048.56 


Sherman UH No. 1-UH 


0.0 


11.17 


129.61 


376.55 


1665.99 


-33833.26 


Central Linn No. 552-U 


0.0 


29.26 


77.05 


398.17 


1151.08 


-141325.56 


Harper No. 66-U 


0.0 


0.0 


82.97 


374.46 


1024.24 


-20962.62 


Portland No. IJ-U 


186.09 


144.84 


19.92 


384.86 


716.25 


5637752.00 


Reedsport No. 105-U 


262.72 


12.08 


34.39 


472.83 


673.25 


132156.13 


Parkrose No. 3-U 


333.23 


19.57 


22.32 


377.54 


601.01 


494202.13 


Bend No. 1-U 


371.97 


14.65 


36.54 


394.07 


560.94 


1256925.00 


Beaverton No. 48J-U 


370.39 


12.38 


29.88 


371.22 


719.42 


3945245.00 


Corvalhs No. 509J-U 


390.40 


47.22 


40.30 


377.62 


941.75 


1335536.00 


Klamath Falls No. 1-E 


373.21 


97.22 


17.60 


428.60 


447.27 


548313.63 


Eugene No. 4J— U 


451 .46 


47.05 


13.28 


421.83 


540.38 


5563114.00 


Lake Oswego No. 7J- 


394.64 


16.69 


26.64 


379.61 


782.74 


1251783.00 


Salem No. 24J-U 


442.63 


41.37 


24.67 


391.63 


493.93 


5460055.00 


Oregon City No. 62-U 


399.16 


19.07 


32.95 


376.03 


380.76 


827689.44 


Hood River No. 1 --UH 


411.17 


21.98 


57.94 


437.61 


691 .75 


876041.31 


Falls City No. 57-U 


456.66 


113.38 


35.56 


370.21 


571.06 


20082.37 


Springfield No. 19-U 


492.07 


39.33 


28.10 


422.06 


444.76 


3111950.00 


Pendleton No. 16R-U 


436.95 


15.58 


42.66 


380.96 


398.33 


773776.38 


Burns UH No.2-UH 


443.80 


5.59 


43.44 


415.94 


706.03 


172689.94 


Medford No. 549-U 


452.48 


22.88 


22.83 


387.63 


307.14 


2613114.00 


Ashland No. 5-U 


468.24 


42.78 


16.85 


386.77 


421.07 


670792.13 


Coos Bay No. 9-U 


511.74 


51.62 


42.09 


386.03 


399.22 


2077000.00 


North Bend No. 13-U 


538.80 


32.21 


34.52 


383.35 


449.82 


821111.44 


Baker No. 5J-U 


436.51 


30.59 


28.92 


399.96 


377.69 


612867.13 


Astoria No. 1-U 


513.48 


24.76 


30.79 


375.39 


641.79 


720085.44 


Ninety-One No. 91 -E 


441.18 


2.74 


57.20 


380.50 


362.22 


23574.92 


Creswell No.40-U 


492.90 


68.00 


37.36 


418.37 


306.98 


19743.75 


Redmond No. 2J-U 


553.79 


15.60 


36.89 


392.36 


415.63 


1311573.00 


Gresham No. 4-E 


592.16 


15.47 


37.42 


369.47 


475.22 


1484049.00 


Hermiston No. 8-U 


557.08 


14.60 


35.93 


377.95 


325.45 


351419.13 


Oak Grove No. 4~E 


538.25 


1.31 


32.76 


374.04 


262.91 


40196.80 


Scio No. 95C-U 


486.15 


38.03 


57.90 


398.36 


183.50 


158296.44 


Reedville No. 29~E 


496.01 


7.52 


30.84 


377.06 


284.66 


94373.81 


South Umpqua No. 19-U 


479.50 


32.67 


36.41 


477.05 


218.95 


317363.75 


Cascade UH No.5-UH 


642.76 


29.92 


51.29 


377.01 


322.55 


421328.06 


Total or Mean 


382.43 


46.94 


35.76 


394.. 7 


576.03 


88884725.29 



This table provides data on district 
receipts under the local guaranteed yield 
program described in Table C. The table 
entries are the same as those explained 
under Table B. 

The information contained In Tables 
A-D IS also available from the com- 
mittee staff for every year between 
O 74 and 1978-79 and for every 
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school district in the state. The staff can 
also provide the enrollment projections 
and true cash value predictions for every 
district upon which the data in these 
tables are computed. 
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DISTRICT AS AN EXAMPLE 
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A. ADMW 
72-73 ADMW 
73.74 ADMW 
decline x .75 
Net ADMW 

B. Simulated restricted receipts 
Federal, except PL874 (same as 73-74) 
Transportation (.75 x 73-74 
reimbursable costs) 
Special Education (same as 73-74) 
Total restricted receipts 

C. 1973-74 Unrestricted receipts 
PL874 

BSSF, excluding transportation 
Common School Fund 
Total intermediate receipts 
Local levy 
Local other receipts 
Total unrestricted receipts 

D. Total to be maintained 

E. Instructional categorical receipts 
Special Education (same as actual 73-74) 
Compensatory education: 

8200x1 St 5% of ADM 
$400x2nd 5% of ADM 
S600xoverl0%of ADM 
Total instructional categorical 

F. Computation of amount required to 
balance the budget from LGY receipts 
plus local taxes if 1973*74 
unrestricted receipts are to be 
maintained 

1973-74 unrestricted receipts 
Less simulated unrestricted receipts 

except LGY and local taxes: 
PL874 

Common School Fund 
Intermediate, excluding lED equalizing 
Regional equalizing at 8300 per ADMW 
Local, excluding taxes 
Compensatory education receipts 
Amount required to balance budget 

G. . Computation of necessary tax rate 

1. Amount required to balance = LGY receipts + local tax receipts. 

2. LGY receipts = LGY guarantee - local effort - offsets 

3. LGY guarantee = ADMW x guarantee per ADMW = ADMW x (guarantee at 10 
mills + slope x (local rate + regional rate - 10 mills)). 

4. Local effort = .001 x local rate x previous year's TCV 

5. Offsets = PL874 + federal forest funds + common school fund + regional 
equalization 

6. Local tax receipts = .001 x local rate x budget year TCV - adjustment* 

*This adjustment is the net estimated reduction in tax receipts as a result of defaults 
and back taxes paid. 

Substituting 3,4,5, and 6 in 1 and solving for local rate, we get: 
Local rate = {Amount required to balance - (guarantee at 10 mills + slope x 
(regional rate - 10 mills)] x ADMW + PL874 + federal forest funds + common 
school fund + regional equalization + levy adjustment) v {.001 x (budget year TCV 
- previous yeaf's TCV) + slope x ADMW /. 



70,721.7 
68,997.4 
1,293.16 
70,290.56 
Total 
5 6,879,483 

1,170,338 
3,128,491 
11,178,312 



14,908,716 
301,790 
17,089,761 
40,727,712 
8,473,579 

81,501,558 
92,679,870 

3,128,491 

655,300 
1,310,600 
3,440,147 
8,534,538 



Total 
81,501,558 



0 

301,790 
1,558,900 

21,087,168 
8,473,579 
5,406,047 

44,674,074 



Per ADMW 
8 97.87 

16.65 
44.51 
159.03 

0 

212.10 
4.29 
243.13 
579.42 
120.55 
1,159.50 
1,318.53 

44.51 

9.32 
18.65 
48.94 
121 .42 



Per ADMW 
1,159.50 



0 

4.29 
22.18 
300.00 
120.55 
76.91 

635.56 
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For Portland, this is: 

Local rate = {44,674,074 - |780 » 50 x (5.8696 - 10)1 x 70,290.56 + 0 + 0 + 
301,790 +21,087,168 + 1,728,639} t {.001 x (4,765,022,597 -4,312,373,000) + 
50 X 70,290.56}. 
solving local rate = 6.9272. 



H. Simulated tax rates 

Local operating rate 6.9272 

Regional equalization rate 5.8696 

LG Y guarantee rate 1 2.7968 
County school fund rate .25 
lED operating rate .59 

Total rate 13.6468 



(1973-74 total rate was 13.65) 
I. LGY guarantee level 

Guarantee per ADMW = 780 + 50 x (12.7968 - 10) =919.84 
Total guarantee = 919.84 x ADMW = 64,656,069 

J. LGY calculation Total Per ADMW 



Guarantee 




64,656,069 


919.84 


Less: 








Local effort (local rate x previous 








year's TCV) 




29,872,670 


424.99 


Regional equalization 




21,087,168 


300.00 


PL874 




0 


0 


Federal forest funds 




0 


0 


Common school fund 




301,790 


4.29 


Net LGY receipts 




13,394,441 


190.56 


K. Local taxes 








Local rate x budget year TCV 




33,008,265 


469.60 


Less levy adjustment 




1 ,728,639 


24.59 


Net local taxes 




31,279,626 


445.01 


Note that the sum of LGY receipts and 






local taxes is: 




44,674,067 


635.56 


and that this is the amount requir 


2d to 






balance the budget, as shown in section E. 






L. Summary of Receipts 


Simulated 


Actual 1973-74 




Total 


Per Total 


Pel 






ADMW 


ADMW 


Federal 


6,879,483 


97.87 6,879,483 


97.87 


State 








instruc. categ. 


8,534,538 


121.42 3,128,491 


44.51 


Transportation 


1,170,338 


16.65 335.808 


4.78 


LGY 


13,394,441 


190.56 




BSSF (excluding transportation) 




- 14,908,716 


212.10 


Common school fund 


301,790 


4.29 301,790 


4.29 


Total state 


23,401,102 


332.92 18.674,805 


265.68 


intermediate 








Regional equal. 


21,087,168 


300.00 




lED equalization 




- 15,530,861 


220.95 


County School fund 


850,000 


12.09 850,000 


12.09 


Misc. intermed. 


708,900 


10.09 708,900 


10.09 


Total intermed 


22,646,068 


322.18 17,089,761 


243.13 


Local 








Taxes 


31,279,626 


445.00 40,727,712 


579.42 


Other local 


8,473,579 


120.55 8,473,579 


120.55 


Total local 


39,753 ;205 


565.56 49;201^91 


699.97 


Total receipts 


92,679,863 


1,318.53 91,845,340 


1,306.97 



The difference in total receipts results from the increase in restricted transportation 
receipts. 
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GLOSSARY 




Available WeaUh Equalization Plan, sec 
description in chapter 4. 
Average Daily Membership (ADM)-is n 
term used in school finance to define 
the total number of pupils enrolled 
during tlie school year. ADMW or 
ADMR IS shorthand for "weighted resi* 
dent pupils in aveiage daily member- 
ship." In Oregon, ADMW is calculated 
by counting each pupil in grades 1-8 as 
1 pupil, each pupil in grades 9-12 as 1.3 
pupils,^ and each pupil in kindergarten as 
.5 pupils. ADMW also reflects adjust- 
mecits for enrollment growth and 
decline. The ADM is "weighted" to 
reflect the assumed cost differences of 
providing education or services to dif- 
ferent categories of pupils. 
Average Daily Membership, Weighted 
(ADMW)— see Average Daily Member- 
ship and Weighting. 

Basic School Support Fund (BSSF) -is a 
fund established by initiative for the 
purpose of improvement and support of 
standard public elementary and second- 
ary schools in Oregon. By law, the BSSF 
is to be used to equalize educational 
opportunity and improve the standards 
of public elementary and secondary 
education. In 1973-74 this fund 
accounted for about 94 percent of state 
aid to local school districts. The BSSF is 
apportioned through the following five 
accounts: 1. transportation grants, 2. 
equalization grants, 3. flat grants, 4. 
enrollment growth grants and 5. enroll- 
ment decline grants. 

Capital Outlay— according to Oregon 
law, capital outlay means any expendi- 
ture by a school district for materials of 
any sort (except replacements) which 
increase the value of the school plant or 
equipment. 

Categorical Aid -refers to federal or state 
monies allocated to local districts for 
specific purposes. Examples of categori* 
cal aid disbursements in Oregon include 
transportation grants, special education 
rei mbursements and compensatory 
education funds. 

Contributing District-refers to the 
situation under equalization levies in 
which taxpayers within a school district 
pay more than the district receives from 
a per pupil allocation. For example, the 
lED equalization levy may require dis- 
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trict A to contribute the equilavent of 
$250 per ADMW. However because the 
total amount of money available for 
equalization grants is based upon the 
total amount of funds raised throughout 
the I ED, and because the distribution is 
on an ADMW basis for the entire lED, 
district A may receive less than the 
S250 per ADMW it raised. 
Creswell Case-Oregon school finance 
case (Shauna Olsen et al. v. State of 
Oregon et al. Lane County Circuit 
Court-Case No. 72 0569). See Serrano 
for further details. 

Current Operating Expenditures— equals 
net operating expenditures plus ap- 
proved expenditures for transportation. 
(See Net Operating Expenditures.) 
District Power Equalizing Plan— see 
Local Guaranteed Yield Plan. 
Equalization-is the attempt to provide 
more funds to districts with a low true 
cash value per ADMW compared to 
other districts. The degree of equaliza- 
tion depends on the amount of money 
provided for equalization. Equalization 
does not refer to the disparity in per 
pupil spending between districts. 
Fiscal Capacity-refers to the variation 
in true cash value (TCV) per weighted 
average daily membership (ADMW) be- 
tween school districts. Districts with 
higher TCV per ADMW are said to have 
greater fiscal capacity. 
Fiscal Neutrality-is a court-defined 
standard in school finance (frequently 
referred to as the Serrano criterion). 
This concept means that the educational 
resources provided a child should not be 
a function of the wealth of the school 
district where he or she happens to live. 
It does not mean that per pupil expendi- 
tures must be equal; it simply means 
tfiat differences cannot be related to 
local school district wealth. 
Flat Grants— are a form of state aid to 
local school districts. Under a flat grant 
system the state determines either the 
total amount it wants to make available j 
for flat grants or the amount of money i 
it wishes to provide for each student. 
The money is then distributed on a 
per pupil basis to school districts ( 
throughout the state. About 75 percent 
of Oregon's state aid was in the form of 
flat grants in 1973-74. 



Foundation Level lufeis tu thu luvul of 
pur pupil uxpunditurub tluit thu stdtt* luis 
determined is necebbtuv tu provide edch 
child with «i basic education program. 
This level of expenditures may oi moy 
not be based on a curient analysis of 
educational program needs. 
Foundation Phase-In Plan-see descrip- 
tion m chapter 4. 

General Aid-describes funds that are 
allocated to local school districts to be 
used foi dnv educational purpose. In 
Oregon, the flat grant program is an 
example of general aid. 
Intermediate Education Districts 
(lEDs)-ivere established by the Oregon 
legislatuie to replace the rural school 
distiict and provide professional educa 
tional services and facilities. An inter- 
mediate education district was estab- 
lished m each county with more than 
one school district. (The single excep- 
tion IS Linn and Benton counties which 
constitute one lED.) One of the major 
functions of an I ED is levying an equali- 
zation tax for the school districts within 
Its boundaries. Basically, a uniform tax 
IS levied on all property throughout the 
lED and the resulting money is distri- 
buted to the individual school districts 
within the lED on an average daily 
membership basis. The net effect of this 
lED equalization levy is to raise money 
where property wealth is greatest and 
distribute money to districts with the 
most pupils. 

Levy— the legally authorized imposition 
or assessment of a tax on property. 
Local Guaranteed Yield Plan (LGY)- 
reters to one method of equalizing the 
fiscal capacity of school districts. Under 
such plans the state establishes a sched- 
ule showing the tax effort (tax rate) 
required of all districts to support 
various levels of expenditures per pupil. 
Each district may then choose the 
amount it wishes to spend educating 
each of its students, and the state 
schedule determines the required tax 
rate for that expenditure level. If local 
property taxes generate less revenue per 
student at the required tax rate than the 
state schedule guarantees, the state 
makes up the difference. On the other 
' Q * if local property taxes produce 
D lp"than the guaranteed amount at the 



required rate, the district may be le* 
quiied to tuin the surplus over to the 
state for distribution to poorer districts. 
This latter provision, referred to as 
lecaptuie, is optional. The local guaran* 
teed yield plan is also referred to as 
district power equalizing, percentage 
equalizing or the guaranteed tax base 
plan. For a more detailed desc iption 
see chapter 4. 

Local Tax Effort-refers to the tax rate 
that a locality chooses to impose upon 
Itself. A high tax rate implies a high 
local tax effort. 

Municipal Overburden -describes the 
problem arising from the numerous 
demands for noneducational services in 
cities. Presumably, higher per-capita 
expenditures for noneducational ser- 
vices (e.g., police, transportation, recrea- 
tion) leave fewer dollars available for 
public education. As a result, many 
authorities argue that some special pro- 
vision should be made for localities 
experiencing this problem. 
Net Operating Expenditures-are the 
total expenditures of a school district 
for administration, instruction, attend- 
ance and health services, operation of 
plant, maintenance of plant and fixed 
charges. It does not include building 
reserves, capital outlay or debt service. 
(See Current Operating Expenditures.) 
Offset-partially determines the amount 
of state equalization aid granted to a 
particular school district. Any local, 
state or federal monies available to a 
school district are subtracted (or "off- 
set") from the state guarantee (the basic 
program amount) in computing state 
equalization aid. Federal forest fees, 
state flat grants and common school 
fund receipts are "offsets" under the 
present system of state equalization aid 
in Oregon. 

Olsen V, State of Oregon— Oregon school 
finance case (Olsen v. State of Oregon, 
Lane County Circuit Court - Case No. 
72 0569). Also known as the "Creswell 
Case." See Serrano ^or further details. 
Recapture an optional provision of 
local guaranteed yield (LGY) or district 
power equalizing (DPE) school finance 
schemes. Recapture occurs when the 
state claims any revenue raised by a 
school district m excess of the amount 
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guaranteed by the state at a given tax 
rate. Recaptured funds aie then redistri- 
buted to poore*' school districts as part 
of state equalization aid. 
Receiving District-is a school district 
which receives more revenue on a per 
pupil basis under an equalization levy 
than was generated by taxing property 
within the district. For example, an |ED 
equalization levy may raise the equiva- 
lent of $150 per ADMW in a property- 
poor school district. However,^ because 
the money available for equalization 
grants is based upon the total amount 
raised throughout the lED, and distri- 
bution is on a per pupil basis, a 
property-poor district with a large num- 
ber of school-age children may receive 
more than 3150 per ADMW in lED 
equalization funds. 

Restricted Funding— refers to federal, 
state or local monies which must be 
used by a local school district for a 
designated purpose. Some categorical 
school aid programs are examples of 
restricted funding. 

Save Harmless Guarantee— is a provision 
included in some local guaranteed yield 
plans. When a state first adopts an LGY 
plan,, some districts may find that with 
the same tax effort they were making 
under the former plan the LGY plan 
yields them less dollars. Relatively 
wealthy districts will be m this position 
if the LGY plan contains a recapture 
provision. In such cases, the state may 
allow the district to keep as much 
money as it was spending previously, or 
gradually phase in the LGY schedule by 
recapturing only a percentage of what 
could be taken away. This approach is 
referred to as a Save Harmless Guaran- 
tee. 

Serrano-California school finance case 
(John Serrano, Jr. et al. v. Ivy Baker 
Priest, 483 P. 2d 1241, 1244 Cal. 1971). 
The California Supreme Court's decision 
in this case in August 1971 was the first 
judicial pronouncement on fiscal neu- 
trality as a constitutional principle. The 
court ruled that if the plaintiffs' claims 
were proved the California system for 
funding public schools was unconstitu- 
tional under both the United States and 
California constitutions. In the words of 
the court: 



"We have determined that (the Cali- 
fornia) funding scheme invidiously dis- 
criminates against the poor because it 
makes the quality of a child's education 
a function of the wealth of his parents 
and neighbors." (96 Cal. Rptr, at 604, 
487 P. 2d at 1244.) 

The California Supreme Court then 
returned the case to the trial court to 
examine the plaintiffs' claims. On April 
6, 1974 the trial ccurt issued a 106 page 
decision in which it found the claims to 
be proven. The trial court declared the 
California school finance system 
unconstitutional (despite the changes 
that had been made in the system after 
the Supreme Court's ruling) and gave 
the state six years to correct the sys- 
tem's inequities. The trial court's deci- 
sion will probably be appealed again to 
the California Supreme Court. 
Oregon's "Creswell Case" (ShaunaOlsen 
V. State of Oregon, Lane County Circuit 
Court Case No. 72 0569) basically deals 
with the same problems addressed in the 
Serrano case. 

Total Tax Effort Equalization Plan-see 
description in chapter 4. 
True Cash Value (TCV)-is the market 
value of property as determined by the 
county assessor and adjusted by the 
county and state. Prooerty taxes are 
based on the TCV of property (i.e., the 
tax rate is expressed as so many dollars 
per 81,000 of TCV). School district 
wealth is expressed as TCV per ADMW, 
which means that thete is x dollars 
worth of property foi each weighted 
pupil in the district. For example if a 
aistrict contains property with a TCV of 
8100,000 and has a total student enroll- 
ment of 5 ADMW, TCV/AD;^W for the 
district is 820,000. 

Unrestricted Funding— see General Aid. 
Weighting-is a method of adjusting 
school enrollment figures to reflect the 
assumed cost differences of providing 
educational services to certain classes of 
students. A base group of students is 
first assigned a weight of one and then 
the cost of educating oth groups of 
students is expressed in cc arison to 
the base group. In Oregon, xample, 
normal pupils in grades have a 
wpinht of 1.0, while kindergarteners 
a weight of .5 (since they attend 



school for only one-half of each schoc' 
day). Handicapped students and voca- 
tional students are examples of groups 
that generally have a weight greater than 
1.0. 
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Chapter t 

' For tin tinolviis of the McCdll pl<in 
ond Its defutit ui ^ public refureiuiuni, 
beu Ltiwreiice C. Piorce, "Tfio Politics of 
Scfiool Fiiiiince Reform in Otegoii," uj 
Rethinking EJucdtiOnjI Fmoni.e, eil, 
James A. Kelly (Sdii Fuiiicisco, C.ilif.. 
Jossey Bdbs Inc., Publishers, 1973), pp. 
113-131. 

'^A fitscinotiny onolysis of the defeat 
of the Stiles tjx lefetenduni is found in 
Richtifd Lucier, "The Oregon T^ix Sub 
stitution Refertjndum. The Prediction 
of Voting Behtivior," Nottonol Tax Jour 
nol 24, no. 1 (Mtirch 1971 ). 87 90. The 
best tUittlysis of property ttix limittTtion 
referendti ts presented in R.ilph E. 
Muiei, "The PolitiCtil Btises of Property 
TtiXtition, A Study tind Antilysis of Ttix 
Preferences tind PohtrCtil Action." 
(Ph.D. disserttition, Umveisrty of Ore- 
gon, 1971). 

September, 1973, o Ctise was 
hetiid m Ltuie County Citcuit Court 
chtillcnging the constitutiootility under 
the Oregon Constitution of the sttite's 
system of fuitincmg put)iic eductition. 
Pltuntiffs in the Ctise, known as Shaund 
Olson, et t?y., V. State of Oregon, et al., 
or "the Creswell case." were seekrng a 
declaratory judgment that the school 
firianciny system is unconstitutional and 
enjoin ing defendants from using the 
cuiieiit financing system to finance pub 
lie education in Oregon. The Ctise is 
similar to a number of other state cases 
(SvrrKino Priest. California Supreme 
Court 938254, L.A. 29820 (1971), 
Robinson v. Cahill, Docket L 18704 69, 
Superioi Court of New Jeisey, Hudson 
County (1972), etc.), in which sta 
school fii ance systems iiave been ruled 
unconstitutional. 

'^Tfie Committee on Equtil Educa- 
tional Oppoi nity wa:> a|)pointed by 
Senate President Jason Boe and formur 
Speaker of the House Richard Eymann, 
who became cochtiirmen of the commit 
tee. Legislative members originally ap 
pointed to the committee in addition to 
the cochtiirmen were Senators Atiyeh, 
Ctirson, Cook and Ftideley and Repre 
sentatives Cheriy, Hansell, Perry, Rieke 

^"'alden. The public membeis ap 
pDI/^l to the committee were James 



Anderson (Associated Oregon Indus- 
tries), Wriliam Btide (Portland School 
District), James Brooks (AFL-CIO), AI 
Flegel (Association of Oregon Coun 
ties), Jerry Fuller (State Department of 
Education), Steve Kenney (Oregon Edu 
Latiori Association), Anntibel Kitzluiber 
(LetKjue of Women Voters), John Lob 
dell (State Revenue Department), 
Thomas Payzant (Eugene Public 
Schools) and Robert Whittaker (Oregon 
School Boards Association). Later in the 
year, Chuck Clemans from the Portland 
School District Vvas added to the com- 
mittee, as were Representatives Marx 
and Bluemanuer and Senator Ripper. 

Following is the schedule of meet 
ings and topics covered bv the Conr t- 
tee on Equal Educational Opportur. :y. 
12/15/73,, Organization Meeting, Port- 
land, Oregon 

2/15/73, Data Requirements of School 
Finance Study, Portland, Oregon 
3/16/74, Impact and Equity of Current 
School Frnance System, Salem, Oregon 
4/20/74, Urban School Finance Issues, 
Portland, Oregon 

5/18/74, Financing Compensatory Edu- 
cation, Portland, Oregon 
6/14/74, Special Education and Career 
Education, Salem, Oregon 
1 0/2-4/74, Presentation of Research 
Staff Recommendations, Otter Rock, 
Oregon 

11/9/74, Initial Committee Recommen 
dations, Salem, Oregon 
12/6/74, Final Committee Recommen 
dations to Legislature, Salem, Oregon 

^'On February 26, 1974, the Ford 
Foundation awarded a grant of 
$145,000 to the Oregon State Legisia 
ture for the Joint Legislative Adminis 
tration Committee on behtilf of the 
Special Legislative Committee on Equal 
Educational Ooportunity. The grant was 
mtide for a thirteen month period begin 
ning March 1, 1974 to partially support 
a school finance study and development 
of a data system regarding school 
finance. Because the grant was made 
directly to the Oregon legislature and 
becaust under United States law non 
piofit foundations cannot support poll 
tical activity, the Ford Foundation 
sought an Internal Revenue Service 
ruling on this grant. In a ruling dated 



April 19, 1974, the Internal Revenue 
Service approved foundation support of 
research activities of state legislatures. 

''in May the research staff visited six 
areas of the state to gather information 
on the effects of the present Basic 
School Support Fund. School district 
and I ED superintendents from Klamath 
Falls, Coos Bay-North Bend, Eugene, 
Baker, Pendleton and Hood River 
hosted the meetings. These areas were 
selected to represent the diversity of 
Oregon school districts. Increasing state 
school aid and revising and simplifying 
the state distribution form'jia were two 
main concerns of almost everyone. The 
staff also found support for more state 
equalrzation, some school district reor- 
ganization, and changes in current limita- 
tion on school budgets, collective bar- 
gaininglawand budget law. 

Chapter 2. 

* Francis Keppel, The Necessary 
Revolutfon in American Education 
(New York. Harper and Row Publishers, 
1966), aptly describes these movements. 

*An excellent summary and analysis 
of these changes is provided in W. 
Norton Grubb, "The First Round of 
Legislative Reforms in the Post-Serrano 
World," and Contemporary Prob 
lems 38, no. 3, (Wrnter-Spnng 1974): 
459-492. 

^Rodriguez v. San Antonio Indepen 
dent School District, 337 F. Supp. 280. 

''See, for example, Henry J, Aaron, 
A New Vrew of Property Tax Incidence, 
(Washrngton, D.C.: Brookings Institu- 
tion, 1974), and Robert W. Hartman 
and Robert D, Reischauer, The Effects 
of Reform m School Finance on the 
Level and Distribution of Tax Burdens, 
(Washington, D.C.: Brookrngs Institu- 
tion, 1974). 

*^This finding was widely publicized 
in academic circles by H. Thomas James 
and hrs colleagues during the 1960s. 
See, for example, H.T. James, Walter L 
Garms, and James A. Kelly, Determin- 
ants of Educational Expenditures in the 
Great Cities of the United States, (Stan 
ford, Caiif.. Stanford University School 
of Education, 1955). The same findings 
htive been demonstrated by W. Norton 
Grubb and Jtick W. Osman, a working 



pdper ptepared fut Ww Chiklhoud ^inJ 
GovernmtMit Project dt tfu Uiuvcisitv of 
California at Berkeley in 1974. 

Robinson Cahi/I 62 NJ. 473, 
303 A2d 2 13 (1973) 

'John E. Coons, William H. Clune, 
jnd Stephen D. Sugarman, Pnv<no 
Wealth and Public Education (Cam- 
bridge, Mass.: Belknap Press, 1970). 

^ Coons, Clune, and Sugarman liave 
been largely responsible for the adop* 
tion of the "disttict power equalizing" 
label. 

*^ A perceptive description of the evo 
lution of American values and ideology 
regaraitig governance can be found in 
Herbert Kaufman, Politics and Policies in 
State and Local Government (Englewood 
Cliffs, N.l:PrLMitice Hall, 1963). 

'**Since the 1930s this number has 
undergone substantial reduction. In 
1974 there were only slightly more tlian 
16,000 local school districts. See 
National Center for Educational Statis- 
tics, A Century of Public School Statis 
tfcs (Washington. D C U.S. Office of 
Education, 1974). 

* ^ The shift of decision-making 
power IS described in James W. Guthrie 
and Paula H. Skene, "The Escalation of 
Pedagogical Politics," Phi Delta Kappan 
(February 1973): 386 389. 

"Lighthouse Districts" typically 
have the advantages of large property 
tax bases and per pupil expenditures. It 
IS probable that low wealth districts 
could also be innovative if they had the 
necessary resources. A further explana 
tion of this argument and some em 
pineal evidence are provided in Charles 
S. Benson and James W. Guthrie, An 
Essay on Federal Incentives and Local 
and State Educational Initiative, (Wash- 
ington, D.C.. U.S. Office of Education, 
1968). 

*^For added discussion of the rela- 
tionship of resources to decision making 
authority, see Norman J. Seward, "Cen- 
tralized and Decentralized School Bud 
geting: A Comparative Analysis," (Ph.D. 
dissertation. University of California at 
Berkeley), Patricia A. Craig, "Reconcil 
ing Political, Professional, and Client 
Interests in American Public Educa- 
Q n," (Ph.D. dissertation. University of 
' If^lifornia at Berkeley) and Betsy Levin, 



"Intiadistiict Resource Allocations," in 
Publii, SJiool Finani.e. Present Dispar 
ities and Fiscal Alternatives, vol. I. 
chapter VI (Washington, D.C. . U.S. 
President's Committee on School 
Finance, 1972). 

Baker v. Carr 179 F. Supp. 824 
(1962). 

Chapter 3. 

* The Oregon Constitution, Article 
VIII, Section 3 states, "The Legislative 
Assembly shall provide by law for the 
establishment of a uniform, and general 
system of Common Schools." 

" Education Commission of the 
States, "A Statistical Profile. Education 
in the States, 1973-74," Compact 
(July-August, 1974): 14-15. 

^The states with lower percentages 
of state support are Connecticut, Massa 
chusetts, Nebraska, New Hampshire, 
and South Dakota. Education Commis- 
sion of the States, p. 14. 

''Throughout this study, district 
wealth and tax receipts are presented on 
a per pupil basis. Whenever per pupil 
figures are used, they are weighted to 
account both for the higher costs of 
high school education and for enroll- 
ment decline. Specifically, high school 
students are counted as 1.3 students, 
and only 25 percent of a decline in 
student enrollment is subtracted from a 
district's enrollment in the current year. 
For example, if a district has 2000 
elementary students and 1000 high 
school students in 1972 73, and 1900 
elementary students and 900 high 
school students in 197374, the dis 
trict's weighted ADM in 1973-74 is 
3,242.5. 

"^A detailed description of the Basic 
School Support Fund is contained in 
Oregon State Department of Education, 
Apportionment of the Basic School 
Support Fund for the Fiscal Year End- 
ing June 30, 1974 (Salem, Oregon. 
Oregon State Department of Education, 
1974). 

'^Oregon Revised Statutes 327.075, 
section 8 states "the cost of the basic 
education program shall be determined 
for each year of every biennrum after 
first adjusting the factor of S230 by 
multiplying it by the ratio obtained by 



dividing (a) the net opeiatiiiQ expendi- 
ture per weigtited resident pupil for alt 
districts having a school census of 1,000 
or over which maintarn, under a srngle 
board for tlie entire area, education in 
grades 1 through 1 2 for the first year of 
the preceding biennium by (b) a like 
expenditure for the fiscal year commen- 
cing July 1, 1955. 

^Education CommissMii of the 
Stales, p. 14. 

Oregon State Department of Educa- 
tion, pp. 1-7. 

''The BSSF formula uses the previous 
year's ADMW to compute a district's 
total aid. Throughout our analysis we 
have used current ADMW by adding 
both growth and the decline adjust- 
ments to the previous year's ADMW. 

"^Specific calculations are shown in 
Oregon State Department of Education, 
pp. 3-7. 

' ' See Oregon Revised Statutes 
327.042, section 6. 

'*ln 1973-74 local property taxes 
accounted for approximately S340 mil 
lion of a total of $663 million raised to 
support public schools in the state. 
(Figures supplied by Oregon State De- 
partment of Education.) 

Oregon Revised Statutes, 280.050. 
Figures supplied by Oregon State 
Department of Education. 

*^The lEDs which raise all of the 
operating costs of their component 
school districts are Grant, Harney, 
Wheeler and Wallowa. 

"^Oregon Revised Statutes, 327.010. 
'^The Basic School Support Fund 
was approved by the voters of Oregon in 
1946. The measure provided: 

A state levy of taxes to produce $50 
for each child between 4 and 20 
An offset of the proposed tax by 
income tax revenues 
A suspension of two other state 
supported measures 
The Fund to be distributed annually 
in a manner provided by law to 
equalize educational opportunities 
and conserve and improve the stand- 
ards of public elementary and sec- 
ondary education throughout the 
state 

The amount to he received by each 
district to be budgeted as revenue 
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With no iimount to he tippuittoiied as 
an offset to a school tl»stiu.t I x ievv. 

Chaplcr4. 

* Stephen D. Smgarman, "Family 
Choice. The Next Stop »n the Quest for 
Equal Educational Opporiuniiy Law 
and Contemporary Problems, XXXV 1 11, 
no. 3, (Winter-Spring, 1974). 

•John Pmcus, ed.. School Finance in 
Transition (Cambridge, Mass.: Ballinger 
PubKhin'' Co.. 1974). p. 48. 

V ncus. p. 48. 

'*Uoberl D. Reischauer and Robert 
VV. Hartman. Reforming School Finance 
(Washington. D.C.: The Brookings Insti- 
tution. 1973), p. 83. 

^ Rutschauer and Hartman. p. 67. 

**Thomas L. Johns, ed.. Public 
School Finance Programs, 1971 72 
(Washington. D.C.. The Brookings Insti- 
tution, 1973), p. 270. 

^ Reischauei and Hartman. p. 41. 

**See George Peterson, ed. Property 
Tax Reform (Washington, D.C.. The 
Urban Institute, 1973) and Reischauer 
and Hartman, p. 30. 

^See glossary for discussion of "save- 
harmless guarantees." 

* "Oregon Revised Statutes, 327.053. 
' * John E. Coons. William H. Clune 

III, and Stephen D. Sugarman. Private 
Wealth and Public Education (Cam- 
bridge. Mass.. The Belknap Press, 1970), 
pp. 25-33. 

* ^ See estimates in chapter 5. 

» Serrano v. Priest, 5 Ca!. 3d 584, 96 
Cal. Rptr. 601, 487 p. 2d. 1241 (1971). 
See glossary for more details on this 
case. 

**'See Coons, Clune. and Sugaiman, 
pp. 200-243 for a discussion of the 
theoretical and administrative bases of 
district power equalizing. 

'"^See glossary for definition of 
"recapture." 

'^'See Reischauer and Hartman. 
chapter 4. 

' ''Whenever per student or per pupil 
IS used in the remainder of this chapter. 
It refers to a Vi/eighted resident pupil or 
student. A weighted pupil is determined 
by counting each kindergarten student 
as .5 students, each student in grades 
i_ft as a 1.0 student, and each student 
PiT^"des9-12as 1.3 students. 



''*For a discussion of the equalizing 
effects of the I ED equalization levy see 
William E. Bade. Oregon Tax Primer 
(Portland. Oregon: Portland Public 
Schools. 1970). pp. 53-57. 

' Reischauei and Hartman, p. 83. 

•'*A more detailed discussion of the 
distributional effects of district power 
equalizing are found in Stephen Michel- 
son, "What IS " 'Just' System for 
Financing Schools? An Evaluation of 
Alternative Reforms." Law and Con- 
temporary Problems 38. No. 3. (Winter- 
Spring. 1974): 445452. 

" ' Joel S. Berke. Answers to inequity 
(Berkeley. Calif.: McCutchan Publishing 
Corp., 1974). p. 105. 

• ^ Reischauer and Hartman, p. 86. 

• * Reischauer and Hartman, p. 87. 
-''Berke. p. 105. 

Equity For Cities in Sciiooi Fi- 
nance Reform (Washington, D.C.: The 
Potomac Institute. 1973). 

"^'See chapter 5 for a more detailed 
discussion of the incidence of handi- 
capped children in Oregon school dis 
tricts. 

Berke, p. 78. 
^*^One of the most complete studies 
of municipal overburden was carried out 
by Harvey Brazier for the Fleischmann 
Commission in New York. His research 
IS reported in Report of the New Yori< 
State Commission on the Quality, Cost 
and Financing of Elementary and Sec- 
ondary Education, The Commission, 
1972. 

Reischauer and Hartman, p. 71 . 
Reischauer and Hartman, p. 71 . 

Chapter ^. 

' For a leview of court car.es see Law 
and Contemporary Problems 38. no. 3 
(Winter-Spring 1974). 

'Equity For Cities in Sciiooi Finance 
Reform (Washington, D.C.: The Poto- 
mac Institute, 1973). 

'^See Joel S. Berke. Answers to 
inequity (Berkeley, Calif.. McCutchan 
Publishing Corp., 1974), pp. 7-36. 

''Erik L. Lindman. Financing Voca 
t/onai Education in the Public Schools, 
Special Report no. 4 (Gainesville, Flor 
ida. National Education Finance Pro 
ject. 1970). 

^See Betsy Levin, et aL, The High 
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Cost of Education in the Cities (Wash- 
ington, D.C.' Urban Institute, 1973). 

^*For an overview see James S. 
Kakalik, et aL, Services for Handicapped 
Youth: A Program Overview (Santa 
Monica. Calif.: The Rand Corporation, 
1973). 

^ House bill 2444. Oregon legislature, 
1973. 

Oregon Laws 1973, Chapter 728, 
p. 1748. 

'^An opinion issued by the Attorney 
General of the State of Oregon dated 
March 19, 1974, p. 3. 

' ^Attorney General's opinion, March 
19, 1974, p. 5. 

'Mn 1974 Congress passed HR69 
authorizing over S650 million for the 
education of handicapped youth. No 
funds, however, were appropriated. 

'^This law provides funds for 
children with the following disabilities: 
speech, learning, deaf and hard of hear- 
ing, blind and partially sighted, emo- 
tionally handicapped, pregnant teenage 
girls, language disorders, and the physi- 
cally and chronically ill. 

* "*The data on the Handicapped Chil- 
dren's Law, the Mentally Retarded 
Children's Law, the Emotionally Handi- 
capped Children's Law and on the 
regional and special programs were 
aken from a letter to the Committee on 
t-qual Educational Opportunity from 
the Director of Special Education, Ore- 
gon State Department of Education, 
dated May 31, 1974. 

^''Data obtained from a letter to the 
Committee on Equal Educational Oppor- 
tunity from the Oregon State Mental 
Health Division, dated October 18,1974. 
Eight hundred thousand dollars in state 
funds, an additional S298 thousand in 
federal funds, and Si .3 million in local 
funds were spent on these programs. 

Special Education Programs-- 
Handicapped Children Program and 
EMR Program''1972-73 School Year 
(Salem, Oregon: Oregon State Depart- 
ment of Education, undated). The total 
estimated number of handicapped chil- 
dren, according to this report, was 
56,962. This figure, divided by the 
Department's estimate of school age 
population (497,000) yields an esti- 
mated incidence rate of 11.39 percent. 
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*^This estimate of the total school 
age population was t.iken from a letter 
to the Committee on Equal Educational 
Opportunity from the Special Educa- 
tion Division, Oregon State Department 
of Education, dated August 9, 1974. 

*^The authors wish to acknowledge 
the contribution of Charles Berstein, a 
consultant under contract to Manage- 
ment Analysis Center, for the develop- 
ment of parts of this section of the 
report. An elaboration of the views in 
this section will be forthcoming in a 
report by Management Analysis Center 
to the United States Office of Educa- 
tion, Bureau of the Handicapped (Feb- 
ruary 1975). 

* ^ Based on information contained in 
the Handicapped Children's Education 
Project's notebook prepared by the 
Education Commission of the States for 
its regional conference, "Financing Pro- 
grams for Handicapped Children," held 
m late 1973. 

*^Maynard C. Reynolds, "A Frame- 
work for Considering Some Issues in 
Special Education," Exceptional Chil- 
dren XXVIII (March 1962): 367-70. 
Graeme M. Taylor, "The Special Costs 
of Special Education," a report on the 
1973 Airlie House Conference spon- 
sored by the Council for Exceptional 
Children (mimeographed) pp. 1-7. Rich- 
ard A. Rossmiller, "Coming to Grips 
with Costs and Expenditures" in 
Financing Programs for Handicapped 
Children. Report no. 50 (Denver,, Colo- 
rado: Education Commission of the 
States, 1973). Philip R. Jones and 
William R. Wilkersor., Options for 
Financing Special Education (Blooming- 
ton, Indiana Department of School 
Administration, Indiana University, 
1973). Oregon Task Force on Special 
Education. Administrative Rules for 
Oregon Eo tcation for Special Education 
Programs or Special Services for Handi- 
capped Children (Salem, Oregon: Ore- 
gon legislature,^ 1973). 

^^Kakalik,efc?/. 

'*This 12.5 percent savings is based 
on the findings of the previously cited 
meeting sponsored by the Council for 
Exceptional Children. That study found 
^hat the average per pupil cost for 
cial education is 2.4 times the aver- 



age per pupil cost of regular education,^ 
if "best practice" is assumed. However, 
this ratio becomes 2.1 (12.5 percent 
less) if optimal practice is assumed. This 
study utilized the nine program alterna- 
tives presented earlier in this paper. 

""See Nona Dearth, "Educators Fear 
Law May Jolt Taxpayer," Patriot 
Ledger (August 3, 1974). 

^^See Stephen K. Bailey and Edith 
Mosher, ESEA. The Office of Education 
Administers A Law (Syracuse, N.Y.. 
Syracuse University Press, 1968). 

^''Michael J. Wargo, et al., ESEA 
Title I. A Reanalysis and Synthesis of 
Evaluation Data from Fiscal Year 1965 
through 1970 (Palo Alto: American 
Institutes for Research, 1972). 

^^See the annual reports of the 
National Advisory Council on the Edu- 
cation of Disadvantaged Children. 

-^See Joel S. Berke and Michael W. 
Kirst, Federal Aid to Education (Lex- 
ington, Mass.: D.C. Heath & Co., 
1972). 

^''See U.S. Office of Education, Title 
^ear // (Washington, D.C: Govern- 
ment Printing Office, 1967). 

Kenneth B. Clark, Dark Ghetto: 
Dilemmas of Social Power (New York. 
Harper and Row, 1967). 

Report of the National Advisory 
Commission on Civil Disorders (New 
York: New York Times, 1967). 

^*^Walter I. Garms and Robert J. 
Goettel, "Measuring Educational Need. 
Developing A Model for Predicting 
Achievement Levels from A Composite 
of Socio-Economic Characteristics," in 
Joel S. Berke, Allan K. Campbell and 
Robert J. Goettel, Financing Equal Edu- 
cational Opportunity (Berkeley, Califor- 
nia, McCutchen Publishing Corp., 1972). 

^*See Henry M. Levin, "Equal Edu- 
cational Opportunity and the Distribu- 
tion of Educational Expenditures," 
Education and Urban Society,^ (Febru- 
ary 1973). 

Betsy Levin, era/.. The High Cost of 
Education in the Cities. 

^^See annual reports of the National 
Advisory Council on Education of Dis- 
advantaged Children. 
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Wargo, etal. 



^^A recent artic* ^-Ralph W. Tyler, 
"The Federal Role in Education," The 



Public Interest, no. 34 (Winter 1973). 
164-187-offers an explanation of why 
early results may have been so disap- 
pointing. At the time, most Title I 
programs used norm-referenced tests to 
measure student achievement. Such 
tests are constructed to achieve a 
spread of student scores. In order to do 
this, it is necessary to discard questions 
which most students can answer, so over 
time, those questions which are easily 
answered are eliminated. Thus, perhaps, 
as Title I students came to know the 
answers, the tests were frequently 
char d. With such "bath-water" 
changes, argues Tyler, the "baby" of 
student success may also have been 
thrown out. 

Stanford Research Institute, "Pre- 
liminary Report to the Office of the 
Assistant Secretary of Education," un- 
puolished (May 1974). 

Chapter 6 on increasing educa- 
tional productivity explains this mea- 
sure of school performance in greater 
detail. 

^"For example, both the Fleisch- 
mann Commission Report in New York 
and the Consultants' Report to the 
California State Senate advocated use of 
test scores as a criterion for finance 
formula allocation. 

^^W. Norton Grubb, Nev^/ Programs 
of State School Aid (Washington: 
National Legislative Conference, 1974). 

''^^This type of te^^t is explained more 
fully in chapter 6. 

^ * These views were presented in 
hearings on HR 69 before the U.S. 
House of Representatives, Education 
and Labor Committee, 1973-74. 

"^'For an analysis of the impact of 
these alternative measures see Joel S. 
Berke et al.. Financing Equal Education- 
al Opportunity (Berkeley, Calif.. Mc- 
Cuichan Publishing Corp., 1972). 

'''^See Alan Thomas, The Productive 
School (New York: John Wiiey, 1971). 

""^See Larry McClure and Carolyn 
Buan, eds. Essays on Career Education 
(Washington, D.C: Government Print- 
ing Office, 1973). 

''^ Roman Pucinski and Sharlene 
Hirsch, The Courage to Change: New 
Directions for Career Education (Engle* 
wood Cliffs, N.J.. Prentice-Hall, 1971). 
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*"See School Res/tew 82 (Novenibet 
1973). 57-106 foi seveutl ciitu.lub fur and 
jgamst career education. 

**^The authors are indebted to Eliot 
Eisner and Decker Walker of Stanford 
University for the Ube of a draft nianu 
script based on this NIE conference. 

''^See National Education Finance 
Project, Future Directions for School 
Ftnanctng (Gainsville, Florida. National 
Education Finance Project, 1971). 

'***For a discussion of the overall 
manpower system see the special HEW 
report. Work tn America (Cambridge, 
Mass.: MIT Press, 1972). 

'^"For a detailed analysis, see W. 
Mo n ford Barr, et. <?/., Financing Public 
Elementary ami Secondary School Faci 
hties in the United States. Special Study 
no. 7 (Gainesville Florida. National 
Education Finance Project, 1970). 

"^'See Phihp Piele and John Hall,, 
Budgets, Bonds and Ballots (Lexington, 
Mass.: O.C. Heath & Co., 1973). 

-See R. L. Johns et al.. Planning to 
Ph,ance Education (Gainesville, Florida: 
National Education Finance Project, 
1971). chapter 7. 

"^'National Education Finance Pro- 
ject, unpublished. 

^'*For a study of Maryland's experi- 
ence with full state assumption see Mary- 
land General Assembly, Full State Fund- 
ing of School Construction. An Appraisal 
After Two Years (Annapolis, Md.. Mary- 
land General Assembly, 1973). 

"^^For a sample of this approach, see 
the staff report by Walter I. Garms and 
Michael W. Kirst, in improving Educa- 
tion tn Florida (Tallahassee, Florida: 
Office of the Governor, 1973). A study 
of New York's experjer.ee can be found 
m the Fleischmann Report, Vol. II 
(New York: Viking, 1972). 

^^'Business Task Force on Education, 
Public School Survey Recommendations 
(Portlanu, Oregon. Business Task Force 
on Education, 19o9), pp. ' >-67. 

Chapter 6. 

* Phyllis Hawthori.e, Legislation by 
the States. Accountdhility and Assess- 
ment in Education. Cooperative Ac- 
countability Project Report no. 2 (Madi- 
g-* Wis.: Wisconsin Department of 
□ ir^'ic Instruction, 1974), p. 1. 



"The appeal of the accountability 
concept foi various educational consti 
tuencies lias been insightfully analyzed 
in Henry M. Levin, "A Conceptual 
Framework for Accountability." Occa 
Sional Paper 72 10 (Stanford, Calif.. 
School of Education, Stanford Univer 
sity. 1973). 

Mn fact, as a University of Chicago 
study amply demor.straied, there is also 
substantial geographic variation in pub- 
licly held expectations for schools. See 
Lawrence W. Downey, The Task of 
Public Education (Chicago: Midwest 
Administration Center, University of 
Chicago, 1960). 

''The technical details of the mea- 
surement problems contained in norm- 
referenced testing are described by Bar- 
bara Heyns in "Education, Evaluation, 
and the Metrics of Learning," a paper 
prepared for the American Sociological 
Association meetings held in Montreal 
in 1974. 

^Robert W. Heath and Mark A. 
Nielson, "The Research Basis For Per- 
formance-Based Teacher Education," 
Review of Educational Research, 44, 
no. 4 (Fall 1974): 463-484. 

^' James S. Coleman, et. aL, Equal 
Educational Opportunity (Washington, 
D.C.. U.S. Government Printing Office, 
1966), chapter 1. 

^In a recent survey of teacher atti- 
tudes, 79 percent of those queried 
reported that, at least in theory, they 
were in agreement with the idea of 
accountability. The study is S'jmmarized 
in Thomas L. Good, et al.. Phi Delta 
Kappan LVI, no. 5 (January 1975): 
367-368 

Educational Research Service, "Re 
leasing Standardized Achievement Test 
Scores," Education USA 17, no. 18 
(December 1974): 102. 

**For added information on the asso- 
ciation between school district size and 
voter participation in bond and tax 
elections, see the forthcoming paper by 
W. Norton Grubb and Jack W. Osman, 
"The Causes of School Finance Inequal- 
ities. Serrano and the Case of Califor- 
nia." A working paper of the Childhood 
and Government Project (Berkeley, 
Calif.. University of California, 1974). 

^^^Inese ideas are not the author's 
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alone. They were developed in part by 
senior staff members of the New York 
State Education Commission, most 
notably Charles S. Be 'on. Will Riggan, 
Roger Hooker and Carl Jaffee, These 
ideas have also received widespread at- 
tention by the Florida state legislature 
and frequently are referred to as the 
"Florida Plan". 

' ' The interaction of increased popu- 
lation and vastly reduced numbers of 
school districts has substantially diluted 
the representative nature of school 
boards nationally. For example, each 
U.S. school board member now repre- 
sents a constituency of approximately 
3,000 citizens. The pquivalent figure 50 
years ago was 200 citizens. This phe- 
nomenon is explained in greater detail 
in "Public Control of Public Schools: 
Can We Get It Back," James W. Guthrie, 
Public Affairs Report 15, no. 3 (June 
1974). 

* "Such as is widely used throughout 
the midwest for generating school board 
candidates. 

* For example, in a 1971 study of a 
large metropolitan school district. Kit- 
tredge demonstrated that school sites at 
which the principal made perso inel 
decisions experienced noticeably less 
staff turnover, absenteeism, requests for 
transfer and filing of formal grievances. 
Micnael H. Kittredge, "Teacher Place- 
ment Procedures and Organizational 
Effectiveness," (Ph.D. dissertation, Uni- 
versity of California at Berkeley, 1972). 

''^For a full explanation of the many 
forces acting to standardize our nation's 
school curriculum sec Roald F, Camp- 
bell and Robert A. Bunnell, eds... 
Nationalizing Influences on Secondary 
Education (Chicago: University of Chi- 
cago, 1963), 

These are tests which are directed 
at measuring the degree Xo which a 
student understands a specified body of 
subject matter. They are not construc- 
ted for the prime purpose of predicting 
future perform:- nee as is the case with 
the "norm-referenced" tests convention- 
ally used to measure student perform- 
ance. 

^ The Fleischmann Report on the 
Quality, Cost, and Financing of Elemen- 
tary and Secondary Education in New 



York SUitG vol. Ml (New Yoik The 
Viking Press. 1973). pp 58 50 

' ' For example, school by school 
accounting would permit us to escape 
from the kind of research flaws the 
CoJenuin Rpport exhibited on this 
dimension. In its assessment of school 
effects, the Coleman team used district 
wide average per pupil expenditure 
figures. This is almost always a mislead 
ing number, for example, high schools 
generally spend half again more per 
pupil than elementary schools. 

'^Daniel VVeiler, A Public School 
Voucher Demonstration: The First Year 
at Alum Rock, (Santa Monica, Calif.: 
The Rand Corporation, 1974). 

**^An interesting description of the 
Minneapolis family choice experiment is 
contained in the v.inter 1975 issue of 
Information, the quarterly newsletter of 
the National Institute of Education. 

Derived from USOE: Source :Sfa- 
tistics o^ Public Elementary and Sec- 
ondary Day Schools. DHEW Publication 
no. (OE) 73-11402 (Fall 1972). 

" * As with our earlier school reform 
proposals, ideas in this section have 
benefited from the authors' experiences 
with the Fieischmann Commission and 
school reform efforts in other states. ' 

^"Educational requirements for 
certification as a teacher are, at most, 
one year of graduate training, comp3''ed 
with three or more yeai^ for law, 
medicine, and other professions. Also, 
mean GRE aptitude test scores for 
Education majors consistently are lower 
than for ^ .her fields such as the social, 
physical and natural sciences. 

""'For added information on this 
topic see James W. Guthrie, Douglas H. 
Penfield, and David N. Evans, "Geo- 
graphic Distribution of Teaching 
Talent," American Education Research 
Journal, 6, no. 4, (November 1969): 
645-659. 

Howard S. Becker, "The Career cf 
the Chicago Public School Teacher," 
American Journal of Sociology (1952): 
470-477. 

"^The teacher supply «3nd 'lemand 
situation is more complicated than it 
appears at first glance. There is subs:an- 
discussion in educational circles and 
the public media regarding the 
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"teacher surplus" of the mid-1970s. 
However, it is not altogether cleai that 
this IS a pormanont condition. The NEA 
argues that if class sizes were what they 
ought to be, the "excess" supply of 
teachers would be absorbed rapidly. A 
recent Rand Corporation study argues 
that the problem is more complicated. 
The Rand report demonsti ates that 
there is a substantial lag time in match 
ing teacher supply and demand. The 
production of teachers from the time of 
their recruitment into training programs 
until their availability for eiiiployment 
is anywhere from two to six years. 
Potential recruits do respond to their 
perception of the market for teacher 
services. Presently, potential teacher 
trainees are beginning to choose other 
occupational fields, so the supply of 
trained teachers will soon be sharply 
reduced. If the U.S. population contin- 
ues its downward path, there may be no 
future supply problem. However, if our 
population again heads upward, we are 
likely to need more teachers than are in 
the production pipeline. Because of the 
previously mentioned lag time in match- 
ing supply with demand, we may even 
experience a teacher shortage. See 
Stephen J. Carrol and Kenneth Ryder, 
Jr., Analysis of the Educational Person- 
nel System: V. The Supply of Elemen- 
tary and Secondary Teachers (Santa 
Monica, Calif.: The Rand Corporation, 
1974). 

"^'Such intermediate units exist in 
most states already and are authorized 
to offer teacher training services. For 
example. New York has Board*; of 
operative Educational Services (BOCES) 
and California has County Offices of 
Education. Oregon has Intermediate 
Education Districts (lED). 

^^The authors l e heavily indebted 
to Mr. John Danner for his assistance in 
preparing this section. 

Chapter 7. 

^ This assessment was made by 
Richard Munn, former Director of Re- 
search, Oregon State Department of 
Reven e, in a letter to the research staff 
dated May 30, 1974. 

^The enrollment projections were 
done under subcontract by Guilbert C. 
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Hentschke of the University of 
Rochestur and Richard Videbeck of the 
Unsversity of Illinois, Chicago Circle. 

Chapter 8. 

' Joel S. Berke, Answers to Inequity 
(Berkeley, California. McCutchan Pub- 
lishing Corp., 974), p. 9. 

'Projections of Portlai.J's true cash 
value for the next five years are con- 
tained in the data supplement to this 
volume. Portland's TCV is expected to 
increase from S67,790 per weighted 
ADM m 197374 to S1 14,61 5 per 
weighted ADM in 1978-79. 

'Richard Lucier, "The Oregon Tax 
Substitution Referendum: The Predic- 
tion of Voting Behavior," /Vaf/ona/ Tax 
Journal 24, no. 1 (March 1971). 87-90. 

'^This summary is taken from the 
introduction to the Plaintiffs' Reply 
brief in Olsen v. Oregon, Case No. 
72 0569, pp. 243. 

^San Antonio v. Rodriguez, majority 
opinion dated March 27, 1973. Quoted 
in Berke, p. 21 1. 

''Betsy Levin, "Retorm Through The 
State Courts," taw and Com temporary 
Problems 38, no. 3, (Winter-Spring 
1974): 311. 

^ Lawrence C. Pierce, "The Politics of 
School Finance Reform in Oregon," in 
Rethinking Educational Finance, ed. 
James A. Kelly (San Francisco, Calif.: 
Jossey-Bass Inc., Publishers, 1973), p. 
117. 

'^Jim Sellers, "Oregon School 
Fmance Ruled Leqa^" Eugene Register- 
Guard, February 25, 1975, p. 1. 



Credits 



Photographs 

C*;nier for Educational Policy and Managti 

mcnt 32. 105 
Sugrnc Register Guard 12. 101. 146 
Shonnn HushamK 3. 87. 90{IJ, 150 101. 152 
Oicar Palmquisi 2. 6 7. 8. 16 1 7. 22. 30 31. 

34. 72.90Jr).93. 94 95. 120 121. 166 
Poriland School District 1.5. T 18.20,24, 

55, 66. 81. 84, 110, 122, 123, 128, 142. 

168 

Grog SumJberg 96 

University of Orngon Pubhcations Office 

68-69. 70 
Gary Young 28. 140-141 

Production: Industrial Lnho. Eugene 

Vnnda L. Baughman, Mary Boduie, J. Paul 
Ousscauit, Jan Maddron, Murna Marshall 
Proofreaders: Patricia Brannan, Mary Launs 
Publisher: Center for Educational Policy and 
Management, University of Oregon, Eugene 
Max Abbott, Phil Picle, Jeff Grass (editor) 




163 



